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AGENDA

The City of Garden Grove as
Successor Agency
to the Agency for Community
Development

Tuesday,
September 13, 2022

GARDEN GROVE
6:30 PM
Community Meeting Center 11300

Stanford Avenue Garden Grove
California 92840

COVID-19 Information: Members of the public can address the City Council during the public
comment portion of the meeting in person or via e-mail. If you plan to attend the meeting in person,
masks or face coverings are required to be worn if you are not vaccinated. If you feel ill or are
showing symptoms of COVID-19, please consider submitting comments by e-mail. Instructions are
available on the City's website at https://ggcity.org/city-council/meetings-participation

Meeting Assistance: Any person requiring auxiliary aids and services, due to a disability, to address
the City Council, should contact the City Clerk's Office 72 hours prior to the meeting to arrange for
accommodations. Phone: (714) 741-5040.

Agenda Item Descriptions: Are intended to give a brief, general description of the item. The City
Council may take legislative action deemed appropriate with respect to the item and is not limited to
the recommended action indicated in staff reports or the agenda.

Documents/Writings: Any revised or additional documents/writings related to an item on the agenda
distributed to all or a majority of the Council Members within 72 hours of a meeting, are made
available for public inspection at the same time (1) in the City Clerk's Office at 11222 Acacia
Parkway, Garden Grove, CA 92840, during normal business hours; (2) on the City's website as an
attachment to the City Council meeting agenda; and (3) at the Council Chamber at the time of the
meeting.

Public Comments: Members of the public who attend the meeting in-person and would like to
address the City Council are requested to complete a pink speaker card indicating their name and
address, and identifying the subject matter they wish to address. This card should be given to the City
Clerk before the meeting begins. General comments are made during "Oral Communications" and
should be limited to matters under consideration and/or what the City Council has jurisdiction over.
Persons wishing to address the City Council regarding a Public Hearing matter will be called to the
podium at the time the matter is being considered.

Manner of Addressing the City Council: After being called by the Mayor, you may approach the
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podium, it is requested that you state your name for the record, and proceed to address the City
Council. All remarks and questions should be addressed to the City Council as a whole and not to
individual Council Members or staff members. Any person making impertinent, slanderous, or profane
remarks or who becomes boisterous while addressing the City Council shall be called to order by the
Mayor.If such conduct continues, the Mayor may order the person barred from addressing the City
Council any further during that meeting.

Time Limitation: When any group of persons wishes to address the City Council on the same
subject matter, the Mayor may request a spokesperson be chosen to represent the group, so as to
avoid unnecessary repetition.At the City Council's discretion, a limit on the total amount of time for
public comments during Oral Communications and/or a further limit on the time allotted to each
speaker during Oral Communications may be set.

PLEASE SILENCE YOUR CELL PHONES DURING THE MEETING.

AGENDA

Open Session
6:30 PM

ROLL CALL: MEMBER BRIETIGAM, MEMBER O'NEILL, MEMBER D. NGUYEN,
MEMBER KLOPFENSTEIN, MEMBER K. NGUYEN, VICE CHAIR BUI, CHAIR
JONES

1. ORAL COMMUNICATIONS (to be held simultaneously with other legislative
bodies)

2. CONSENTITEMS

(Consent Items will be acted on simultaneously with one motion unless separate discussion
and/or action is requested by a Successor Agency Member.)

2.a. Adoption of a Resolution approving the Amended Recognized Obligation
Payment Schedule (ROPS 22-23 B). (Action Item)

2.b. Receive and file the minutes from the meeting held on July 12, 2022.
(Action ltem)

3. PUBLIC HEARINGS

(Motion to approve will include adoption of each Resolution unless otherwise stated.)

3.a.  Approval of the sale and transfer of real property located 12311 Thackery
Drive, Garden Grove. (Amount: $460,000) (Joint Action ltem with the City
Council.)

4. MATTERS FROM SUCCESSORAGENCY CHAIR, MEMBERS AND
DIRECTOR

5. ADJOURNMENT
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The next Regular Successor Agency Meeting is scheduled for Tuesday,
September 27, 2022, at 5:30 p.m. in the Community Meeting Center, 11300
Stanford Avenue, Garden Grove, California 92840.
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Agenda Item - 2.a.
City of Garden Grove

INTER-DEPARTMENT MEMORANDUM

To: Scott C. Stiles From: Lisa L. Kim
Dept.: Director Dept.: Community & Economic
Subject: Adoption of a Resolution Date: 9/13/2022

approving the Amended
Recognized Obligation
Payment Schedule (ROPS
22-23 B). (Action Item)

OBJECTIVE

The purpose of this report is to request that the Successor Agency to the

Garden Grove Agency for Community Development (“"Successor Agency”) adopt a
Resolution approving the Amended Recognized Obligation Payment Schedule for the
22-23 B period of January 1, 2023 to June 30, 2023 ("ROPS 22-23 B"), subject to
review and approval by the Countywide Oversight Board and the State Department of
Finance ("DOF").

BACKGROUND

The Successor Agency is performing its functions under Parts 1.8 and 1.85 of the
California Health and Safety Code, as amended by Assembly Bill 1484 and other
subsequent legislation including Senate Bill 107 (*SB 107"”) (together, “"Dissolution
Law"”), to administer the enforceable obligations and wind-down activities of the
former Agency, all subject to the review and approval by an Oversight Board.

SB 107 modified the ROPS process and established an annual ROPS starting with
ROPS 16-17 and provides for a one time amendment to annual ROPS. The ROPS is
“the document setting forth the minimum payment amounts and due dates of
payments required by enforceable obligations for each fiscal year as provided in
subdivision (o) of Section 34177.”

Under the Dissolution Law, the Successor Agency may consider an amendment to
ROPS 22-23 covering the B period of January 1, 2023 to June 30, 2023, and the
Amended ROPS 22-23 B must be submitted to the DOF no later than October 1,
2022.

DISCUSSION
An amendment to ROPS 22-23 B has been prepared to increase Redevelopment
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Property Tax Trust Fund ("RPTTF") funding for the B period for five Line Items. The
amended Line Items on ROPS 22-23 B are detailed as follows.

1.

Line Item #19 - Waterpark Hotel DDA, increase RPTTF budget by $363,042.
Allowable expenses incurred during ROPS 21-22 AB, were over the approved
budgeted amount by $363,042.

Line Item #20 - Site B2 DDA, increase RPTTF budget by $4,167 for allowable
expenses to incur due to the closing of escrow regarding the property transfer
per the Disposition and Development Agreement and the Long Range Property
Management Plan.

Line Item #22 - Brookhurst Triangle DDA, increase RPTTF budget by $44,925
for allowable expenses to incur due to the closing of escrow regarding the
property transfer per the Disposition and Development Agreement and the Long
Range Property Management Plan.

Line Item #53 - Item 19 Trustee Fee (Waterpark Bond) , increase RPTTF budget
by $3,767. Allowable expenses are over the approved budgeted amount.

Line Item #54 - Item 7 Trustee Fee (Katella Cottages Note), increase RPTTF
budget by $160. Allowable expenses incurred during ROPS 21-22 AB, were
over the approved budgeted amount by $160.

The table below highlights the proposed amendment to the B period in ROPS 22-23
B that would increase the B period budget by $416,061 from the Redevelopment
Property Tax Trust Fund ("RPTTF").

Approved B
Period
(1/1/23-
6/30/23)

$3,616,227

Amended B
Period
(1/1/23 -
6/30/23)

$$4,032,288

FINANCIAL IMPACT

None until approved by the DOF. If the DOF approves the Amended ROPS as
submitted, the Successor Agency will increase its previously authorized ROPS 22-23
B distribution amount of $3,616,227 to $4,032,288 a difference of $416,061 in
RPTTF funds for the period of January 1, 2023 to June 30, 2023, to pay the
Successor Agency’s enforceable obligations.

RECOMMENDATION

It is recommended that the Successor Agency:

e Adopt the attached Resolution approving Amended ROPS 22-23 B for the period
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of January 1, 2023 to June 30, 2023, subject to the submittal to and review by
the Countywide Oversight Board and then by the State Department of Finance;

and

e Authorize posting and transmittal of the ROPS. Further, the Assistant City
Manager and Community and Economic Development Director and her
designees, in consultation with legal counsel, shall be authorized to make
augmentations, modifications, additions or revisions as may be necessary or
directed by Department of Finance.

ATTACHMENTS:
Description

Attachment 1: SA
ROPS Resolution
Attachment 2:
Garden Grove
Amended ROPS 22-
23 B

Attachment 3: Line
Item #19 Backup

Attachment 4: Line
Item 20 Backup
Attachment 5: Line
Item 22 Backup
Attachment 6: Line
Item 53 Backup

Attachment 7: Line
Item 54 Backup

Upload Date

9/6/2022

9/6/2022

9/6/2022

9/6/2022

9/6/2022

9/6/2022

9/6/2022

Type

Resolution

Backup Material

Backup Material

Backup Material

Backup Material

Backup Material

Backup Material

File Name

Final_SA_Resolution_Approving_Amended_ROPS_22-
23_B.pdf

ROPS_2022-2023B_Amendment.pdf

Attachment_3_-_Line_Item_19_Backup.pdf
Attachment_4_-_Line_Item_20_Backup.pdf
Attachment_5_-_Line_Item_22_Backup.pdf
City_of_Garden_Grove_Finance_Department_Email.pdf

Attachment_7_-_Line_Item_54_Backup.pdf
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RESOLUTION NO.

A RESOLUTION OF THE SUCCESSOR AGENCY TO THE GARDEN
GROVE AGENCY FOR COMMUNITY DEVELOPMENT APPROVING THE
AMENDED RECOGNIZED OBLIGATION PAYMENT SCHEDULE 22-23 B
FOR THE PERIOD OF JANUARY 1, 2023 TO JUNE 30, 2023, SUBJECT TO
SUBMITTAL TO, AND REVIEW BY THE OVERSIGHT BOARD AND THE
STATE DEPARTMENT OF FINANCE UNDER CALIFORNIA HEALTH AND
SAFETY CODE, DIVISION 24, PART 1.85; AND, AUTHORIZING THE
POSTING AND TRANSMITTAL OF THE ROPS

WHEREAS, the Garden Grove Agency for Community Development
(“Former Agency”) was established as a community redevelopment agency that was
previously organized and existing under the California Community Redevelopment Law,
Health and Safety Code Sections 33000, et seq. (“CRL”), and previously authorized to
transact business and exercise the powers of a redevelopment agency pursuant to action of
the City Council (“City Council”) of the City of Garden Grove (“City”); and

WHEREAS, Assembly Bill x1 26 added Parts 1.8 and 1.85 to Division 24 of the
California Health and Safety Code, which caused the dissolution of all redevelopment
agencies and wind down of the affairs of former agencies, including as such laws were
amended by Assembly Bill 1484 and by other subsequent legislation, and most recently by
Senate Bill 107 (together, the “Dissolution Law”); and

WHEREAS, as of February 1, 2012 the Former Agency was dissolved pursuant to the
Dissolution Law, and, as a separate public entity, corporate and politic, the Successor Agency
to the Garden Grove Agency for Community Development (“Successor Agency”) administers
the enforceable obligations of the former Agency and otherwise unwinds the Former Agency’s
affairs, all subject to the review and approval by an oversight board (“Oversight Board”); and

WHEREAS, Section 34179 provides that the Oversight Board has fiduciary
responsibilities to holders of enforceable obligations and the taxing entities that benefit from
distributions of property tax and other revenues pursuant to Section 34188 of Part 1.85 of the
Dissolution Law; and

WHEREAS, Sections 34177(m), 34177(o) and 34179 provide that each ROPS is
submitted to, reviewed and approved by the Successor Agency and then reviewed and
approved by the Oversight Board before final review and approval by the State Department
of Finance (“DOF”); and

WHEREAS, Section 34177(0) of the Dissolution Law requires that beginning with the
annual ROPS for the 16-17 fiscal period of July 1, 2016 to June 30, 2017 (“ROPS 16-17")
inclusive, and for each period from July 1 to June 30, inclusive, thereafter, shall be submitted
to the DOF by the Successor Agency, after approval by the Oversight Board, no later than
February 1, 2016, and each February 1 thereafter; and

WHEREAS, Section 34177(E) provides that once per ROPS period, and no later than
October 1, a Successor Agency may submit one amendment to the ROPS if the Oversight
Board makes a finding that a revision is necessary for payment of approved enforceable
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obligations during the second one-half of the ROPS period defined as January 1 to June 30,
inclusive. The Successor Agency may only amend the amount requested for payment of
approved enforceable obligations; and

WHEREAS, pursuant to Sections 34179.6 and 34177(1)(2)(B), the Successor Agency
is required to submit the ROPS to the DOF with copies to the County Administrative Officer,
the County Auditor-Controller, and the State Controller's Office at the same time that the
Successor Agency submits the ROPS to the Oversight Board for review; and

WHEREAS, the Successor Agency has reviewed the draft Amended ROPS 22-23 B
and desires to approve the Amended ROPS 22-23 B and to authorize the Successor Agency
staff to transmit the Amended ROPS to the Oversight Board; and

WHEREAS, the Successor Agency staff is directed to post the Amended ROPS 22-
23 B on the City/Successor Agency website: https://ggcity.org/

NOW, THEREFORE, BE IT RESOLVED BY THE SUCCESSOR AGENCY TO THE
GARDEN GROVE AGENCY FOR COMMUNITY DEVELOPMENT:

Section 1.  The foregoing recitals are incorporated into this Resolution by this reference,
and constitute a material part of this Resolution.

Section 2. Pursuant to the Dissolution Law, the Successor Agency approves the
Amended ROPS 22-23 B, which schedule is incorporated herein by this reference; provided
however, that the Amended ROPS 22-23 B is approved subject to transmittal of the Amended
ROPS to the Oversight Board for review and approval with copies of the Amended ROPS to
be sent concurrently to the DOF, the County Administrative Officer, the County Auditor-
Controller, and the State Controller's Office. Further, the Community and Economic
Development Director, or her designee, in consultation with legal counsel, is hereby
authorized to make augmentations, modifications, additions or revisions as may be necessary
or directed by DOF, and changes, if any, will be reported back to the Successor Agency and
the Oversight Board.

Section 3.  After approval by the Oversight Board, the Successor Agency authorizes
transmittal of the approved Amended ROPS 22-23 B to the DOF, the County Administrative
Officer, the County Auditor-Controller, and the State Controller’s Office.

Section 4. Community and Economic Development Director, or her designee, is directed
to post this Resolution, including the Amended ROPS 22-23 B, on the City/Successor Agency
website pursuant to the Dissolution Law.

Section 5. The Secretary of the Successor Agency shall certify to the adoption of this
Resolution.

[Resolution continues on next page]
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APPROVED AND ADOPTED this 13" day of September 2022.

Chair
Successor Agency to the Garden Grove Agency
for Community Development

(SEAL)
ATTEST:

Teresa Pomeroy, Secretary
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STATE OF CALIFORNIA )
COUNTY OF ORANGE ) Ss.
CITY OF GARDEN GROVE )

I, Teresa Pomeroy, Secretary of the Successor Agency to the Garden Grove Agency
for Community Development, hereby certify that the foregoing resolution was duly adopted
by the Successor Agency at a regular meeting held on the 13" day of September 2022, and
that it was so adopted by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:
Teresa Pomeroy, Secretary
Successor Agency to the Garden Grove Agency
for Community Development

(SEAL)
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ATTACHMENT 1
to Successor Agency Resolution No. -

AMENDED RECOGNIZED OBLIGATION PAYMENT SCHEDULE 22-23 B
FOR SIX-MONTH FISCAL PERIOD JANUARY 1, 2023 TO JUNE 30, 2023

(attached)
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Garden Grove ROPS 2022-23 Amended

Item # Obligation Name
TOTAL

6 Katella Cottages OPA

7 Katella Cottages Note
16 Sycamore Walk DDA
18 Housing Fund Deficit
19 Waterpark Hotel DDA
20 Site B2 DDA
22 Brookhurst Triangle DDA
24 Project Management for Item 20 - Site B2
27 Agency Property Maint/Management
31 Administrative Allowance
33 Brookhurst Triangle DDA
34 Brookhurst Triangle DDA

37 Project Management for Item 22 - Brookhurst

39 2014 Tax Allocation Refunding Bonds

40 LimA3®n Law Suit Settlement

47 Appraisals(s)

49 LimA3n Law Suit Settlement/Judgement
50 LimA3n Law Suit Settlement/Judgement
51 Housing Successor Administration

52 Item 39 Trustee Fee (2014 TARB)

53 Item 19 Trustee Fee (Waterpark Bond)

54 Item 7 Trustee Fee (Katella Cottages Note)

55 Successor Agency Legal Fees for Limon Litigation (Item 49 & 50)
56 2016 Tax Allocation Bonds (for Waterpark Hotel, Item 19)

58 Item 14 Dissemination Fees

Obligation Type

OPA/DDA/Construction

Bonds Issued On or Before 12/31/10
Remediation

SERAF/ERAF

Business Incentive Agreements
Business Incentive Agreements
OPA/DDA/Construction
Project Management Costs
Property Maintenance

Admin Costs

Property Dispositions

Property Dispositions

Project Management Costs
Refunding Bonds Issued After 6/27/12
Litigation

Admin Costs

Litigation

Litigation

Admin Costs

Fees

Fees

Fees

Legal

Bonds Issued After 12/31/10
Fees

RPTTF

$ 3,505,036.00

S 22,800.00 -
$ 1,000,000.00 -
S 1,194,979.00 -
S 56,000.00 -
S 33,091.00 -
S 56,725.00 -
S 33,091.00 -
S 380,750.00 -
S 3,300.00 -
S 2,050.00 -
S 25,000.00 -
S 697,250.00 -
S 3,505,036.00
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Admin RPTTF  Total Authorized

Total Adjusted

$  3,616,227.00 -

$ 22,800.00 -

$  1,000,000.00 -

$  1,194,979.00 $  363,042.00
$ 56,000.00 $ 4,166.50
. $  44,925.00
$ 33,091.00 -

$ 56,725.00

$  111,191.00 -

$ 33,091.00 -

$  380,750.00 -

$ 3,300.00 -

$ 2,050.00 $ 3,767.00
- $ 160.00
$ 25,000.00 -

$  697,250.00

$ 3,616,227.00 $  416,060.50
$  3,616,227.00 $ 4,032,287.50



DATE PAID/ 10% -NON- TOTAL GG AMOUNT

REPORT TRANSIENT | GOV'TEMP | ALLOWABLE OVER/| AMOUNT [ TOT|TOT| TOTTOTAL | AMOUNTOF | GGTIDDUE& [ GGTID [ TID AMOUNT OF | DEFERRED /
MONTH HOTEL RCVD | TOTALRECEIPTS | DEDUCTION | DEDUCTION | DEDUCTION | TAXABLERENT [TRANSIENT TAX | SHORT | ACTUALLY PAID | PEN [ INT | REPORTED TOT PAID PAID PEN [ INT GGTID 20% GGTID80% | GGTID TOTAL TOTAL CHECK OUTSTANDING |REMARKS

Juy GREAT WOLF LODGE 08/12/21 $  6,362,698.23 $ - $ 636269823 $ 922,591.24 $  922,591.24 $ 92259124 $ 922,591.24 $ 31,813.49 $ 636270 $ 2545079 $ 31,813.49 $ 954,404.73 $ 954,404.73
AUGUST  GREAT WOLF LODGE 09/13/21 $  5,028,383.41 $ - $ 502838341 $ 729,115.59 $ 72911559 $ 729,11559 $ 729,11559 $ 25,141.92 $ 502838 $ 2011353 $ 2514192 $ 754,257.51 $ 754,257.51
SEPTEMBER GREAT WOLF LODGE 10/13/21 $  3,654,074.79 $ - $ 365407479 $ 529,840.84 $ 529,840.84 $ 529,84084 $ 529,840.84 $ 1827037 $ 3,654.07 $ 1461630 $ 1827037 $ 54811122 $ 548,111.22
OCTOBER  GREAT WOLF LODGE 11/12/21 $  3,426,267.52 $ - $ 3,426267.52 $ 496,808.79 $  496,808.79 $ 49680879 $ 496,808.79 $ 17,131.34 $ 3,42627 $ 13,705.07 $ 17,1334 $ 513,940.13 $ 513,940.13
NOVEMBER GREAT WOLF LODGE 12/15/21 $  3,260,187.54 $ - $ 326018754 $ 472,727.19 $  472,727.19 $ 472,727.19 $ 472,727.19 $ 16,300.94 $ 3,260.19 $ 13,040.75 $  16,300.94 $ 489,028.13 $ 489,028.13
DECEMBER GREAT WOLF LODGE 01/13/22 $  3,827,562.82 $ - $ 3,827,562.82 $ 554,996.61 $ 554,996.61 $ 550,996.61 $ 554,996.61 $ 19,137.81 $ 382756 $ 1531025 $ 19,137.81 $ 574,134.42 $ 574,134.42

TOT Differential L $ 9544047

AUG $ 75,425.75

SEP $ 54,811.12

oct $  51,394.01

NOV $  48902.81

DEC $ 57,413.44

$ 383,387.61
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10% -NON- TOTAL GG | GG

TRANSIENT | GOV'T EMP | ALLOWABLE OVER/ | TOTTOTAL | TOT| TOT |TOTTOTAL W| AMOUNT OF | GGTID DUE | TID | TID AMOUNT OF
MONTH_|HOTEL DATE PAID | TOTAL RECEIPTS | DEDUCTION | DEDUCTION | DEDUCTION | TAXABLE RENT | TRANSIENT TAX| SHORT | REPORTED _ [PEN| INT | PEN&INT | TOTPAID &PAID |PEN| INT | GGTID20% | GGTID 80% GGTID TOTAL TOTAL CHECK __[REMARKS

JAN  GREAT WOLF LODGE 02/14/22 $  2,026,473.30 $ - $ 202647330 $ 293,838.63 $  293,838.63 $293,838.63 $293,838.63 $10,132.37 $ 202647 $ 810589 $ 10,132.37 $  303,971.00 $ 303,971.00
FEB  GREAT WOLF LODGE 03/15/22 $ 2,443,052.82 $ - $ 244305282 $ 354,242.66 $  354,242.66 $354,242.66 $354,242.66 $12,215.26 $ 248305 $ 977221 $ 1221526 $  366,457.92 $ 366,457.92
MAR  GREAT WOLF LODGE 04/14/22 $ 4,444,016.53 $ - $ 444401653 $ 644,382.40 $  644,382.40 $644,382.40 $ 644,382.40 $ 22,220.08 $ 448402 $ 17,776.07 $ 2222008 $  666,602.48 $ 666,602.48
APRIL  GREAT WOLF LODGE 05/16/22 $ 5,464,545.31 $ - $ 546458531 $ 792,359.07 S 792,359.07 $792,359.07 $792,359.07 $27,322.73 $ 546455 $ 21,858.18 $ 2732273 $  819,681.80 $ 819,681.80
MAY  GREAT WOLF LODGE 06/15/22 $  3,997,045.09 $ - $ 3,997,04509 $ 579,571.54 $  579,571.54 $579,571.54 $ 579,571.54 $19,985.23 $ 399705 $ 1598818 $ 1998523 $  599,556.77 $ 599,556.77
JUNE  GREAT WOLF LODGE 07/14/22 $ 5,165,632.32 $ - $ 516563232 $ 749,016.69 $  749,016.69 $749,016.69 $749,016.69 $ 25,828.16 $ 516563 $ 2066253 $ 2582816 $  774,844.85 $ 774,844.85

TOT Differential AN $  30397.10

FEB $ 36,645.79

MAR $ 66,660.25

APRIL $ 81,968.18

MAY $ 59,955.68

JUNE $ 77,484.48

$ 35311148
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First American
Title Insurance Company

NATIONAL COMMERCIAL SERVICES

August 29, 2022
Via Email

Greg Blodgett
Economic Development Manager

City of Garden Grove

Office of Economic Development
11222 Acacia Parkway

Garden Grove, CA 92840

RE: Title Insurance & Escrow Fees — Newage Garden Grove & Brookhurst
Dear Greg,

Thank you for the opportunity to provide you with our most current pricing for your title and escrow needs. Our
pricing letter includes a breakdown for Title, Escrow and County Documentary Transfer Tax for Newage Garden
Grove and Newage Brookhurst.

Newage Garden Grove

$920,000.00

Standard Owners (CLTA) - $2,062.00 Section  204. Title  Insurance.  Page 16 -
Escrow Fee (1/2) —1,092.50 Section  202.1. Costs of Escrow. Page 13
Documentary Transfer Tax - $1,012.00 Secton 202.1. Costs of Escrow. Page 13

Newage Brookhurst

$24,000,000.00

Standard Owners (CLTA) - $14,400.00 Section 204. Title  Insurance.  Page 11
Escrow Fee (1/2) — $4,025.00 Section 202.1. Costs of Escrow. Page 8
Documentary Transfer Tax - $26,400.00 Section 202.1. Costs of Escrow. Page 8

First American Transaction Team
Michael Williams, Account Manager

leff Paschal, Senior National Underwriter
Maureen Collier, Senior Escrow Officer

Lani Evanoff, Senior Escrow Officer -

I hope {'ve addressed all of your potential title insurance needs. I'm available at your convenience should you wish
to discuss further any portion of this pricing letter.
Sincerely, -
AN —
Michael C. Williams - Vice President
First American Title

714.504.0525

Page 15 of 307
1


gracel
Rectangle

gracel
Rectangle

gracel
Typewritten Text
Section 204. Title Insurance. Page 16

gracel
Typewritten Text
Section 202.1. Costs of Escrow. Page 13

gracel
Typewritten Text
Section 202.1. Costs of Escrow. Page 13

gracel
Typewritten Text
Section 202.1. Costs of Escrow. Page 8

gracel
Typewritten Text
Section 202.1. Costs of Escrow. Page 8

gracel
Typewritten Text

gracel
Typewritten Text
Section 204. Title Insurance. Page 11

gracel
Typewritten Text
Line Item 20 Site B2 DDA - GG New Age Brookhurst DDA Dated Nov. 24, 2010

gracel
Typewritten Text

gracel
Typewritten Text

gracel
Typewritten Text

gracel
Typewritten Text

gracel
Typewritten Text

gracel
Typewritten Text
Line Item 22 Brookhurst Triangle DDA - GG New Age Brookhurst DDA Dated Nov. 24, 2010 


DISPOSITION AND DEVELOPMENT AGREEMENT
BY AND BETWEEN THE
GARDEN GROVE AGENCY FOR COMMUNITY DEVELOPMENT
AND

PALM COURT LODGING, LLC

DOCSOC\738837vi6\22012.0226
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DISPOSITION AND DEVELOPMENT AGREEMENT

THIS DISPOSITION AND DEVELOPMENT AGREEMENT (this “Agreement”) is
entered into as of e N Ao0Y , 2001, by and between the GARDEN GROVE
AGENCY FOR COMMUNITY DEVELOPMENT, a public body, corporate and politic (the
“Agency”), and PALM COURT LODGING, LLC, a Colorado limited liability company (the
“Developer™).

RECITALS
The following recitals are a substantive part of this Agreement:

A. In furtherance of the objectives of the California Community Redevelopment Law,
the Agency desires to redevelop a certain approximately five and one-half (5.5) acre portion of the
Garden Grove Redevelopment Project (the “Redevelopment Project”) located on the west side of
Harbor Boulevard between Chapman Avenue and Twintree Avenue, in the City of Garden Grove
(the “Site”). The Site has previously been developed for urban use.

B. The Agency and the Developer desire by this Agreement for the Agency to agree to
consider in good faith the acquisition of the Site, and if and to the extent Agency decides to and does
acquire the Site, to convey the Site to the Developer, and for the Developer to agree to purchase the
Site and construct, complete, and operate a 275-room Marriott Courtyard Inn Hotel and a 225-room
Springhill Suites Hotel, or other Approved Products (as defined hereinbelow) containing
approximately 500 rooms (in the aggregate), along with required parking and landscaping
improvements {(collectively, the “Developer Improvements™), as more particularly set forth in the
Scope of Development (Attachment No. 7).

C. This Agreement and the implementation hereof is in the vital and best interest of the
City and the health, safety, morals and welfare of its residents, and in accord with the public purposes
and provisions of applicable state and local laws and requirements under which the redevelopment of
the Redevelopment Project has been undertaken.

NOW, THEREFORE, the Agency and the Developer hereby agree as follows:

100. DEFINITIONS

“Acquisition Costs” means the amount of funds necessary to allow the Agency to acquire
and clear the Site, and shall include, without limitation, all of the following at Agency’s discretion:
appraisal costs in connection with eminent domain actions, if any, but not including appraisal costs
for those portions of the Site as may be acquired other than in connection with the exercise of the
power of eminent domain; relocation assistance; the cost to provide relocation advisory assistance;
amounts payable by Agency for land, buildings, and other interests in property and interest paid in
connection with the financing of such amounts; any Clean-Up Cost borne by the Agency as to the
Site; escrow costs and premiums for title insurance as to the Site to the extent borne by the Agency.

“Actual Knowledge” is defined in Section 208.1 hereof.
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“Agency” means the Garden Grove Agency for Community Development, a public body,
corporate and politic, exercising governmental functions and powers and organized and existing
under Chapter 2 of the Community Redevelopment Law of the State of California, Health and Safety
Code, Section 33000, et seq., and any assignee of or successor to its rights, powers and
responsibilities.

“Agency Director” means the Director of the Agency or his designee.

“dgency Loan” means the advance from the Developer to the Agency of fifty percent (50%)
of the Acquisition Costs as set forth in Section 201.1, less the Financing Costs (as hereinafter
defined), the terms of repayment of which are set forth in Section 201.3.

“Adgency Repurchase Option” means the rights of the Agency to repurchase the Site,
together with all improvements thereon, on the terms set forth in Section 506 of this Agreement.

“Agency’s Conditions Precedent” means the conditions precedent to the Closing to the
benefit of the Agency, as set forth in Section 205.] hereof.

“Agency’s Environmental Consultant” means the environmental consultant which may be
employed by the Agency pursuant to Section 208.2 hereof.

“Agency’s Environmental Reports” means the environmental investigation of the Site which
has been or is being conducted for the Agency by Agency’s Environmental Consultant, as set forth in
Section 208.2 hereof.

“Agreement” means this Disposition and Development Agreement between the Agency and
the Developer.

“Approved Operator” means (i) Stonebridge Hospitality Services, Inc., a Colorado
corporation (“SHS”), and (ii) such other operators of national lodging chains as the Agency may
approve so long as the operator has equal or greater experience and is of equal or greater quality than
SHS, as determined by the Agency in its sole and absolute discretion.

“Approved Product” means a Marriott Courtyard Hotel and a Springhill Suites Hotel, or such
other limited service hotels, business hotels, garden hotels and garden suite hotels as may be
approved by the Agency in its sole and absolute but reasonable discretion,

“Basic Concept Drawings” means the plans and drawings to be submitted and approved by
the Agency, as set forth in Section 302.1 hereof.

“City” means the City of Garden Grove, a California municipal corporation.
“Clean-Up Cost” is defined in Section 208.3 hereof.

“Clean-Up Plan” means the plan for the clean-up of the Site, as defined in Section 208.3
hereof.

“Clean-Up Weork” is defined in Section 208.3 hereof.

DBOCSOC\T38837v1622012.0226
Page 22 of 307



“Closing” means the close of Escrow for the Conveyance of the Site from the Agency to the
Developer, as set forth in Section 202 hereof.

“Closing Date” means the date of the Closing, as set forth in Section 202.4 hereof.
“Condition of Title” is defined in Section 203 hereof.

“Conforming Hotel Facility” means a limited service business hotel which conforms to all
of the following: (i) the hotel shall contain not less than six (6) stories, (ii) the hotel shall have daily
linen service, (iii) the hotel shall have a 24-hour-a-day staffed front desk with a pool, indoor exercise
facility, central lobby area and porte cochere, (iv) the hotel is an Approved Product, and (v) the hotel
is operated by an Approved Operator.

“Construction Disbursement Amount” means the total of amounts disbursed by the
construction lender for the development of the Developer Improvements.

“Conveyance” means the conveyance of the Site by the Agency to the Developer on the
Closing Date.

“Date of Agreement” means the effective date of this Agreement, as set forth in the first
_paragraph hereof.

“Default” means the failure of a party to perform any action or covenant required by this
Agreement within the time periods provided herein following notice and opportunity to cure, as set
forth in Section 501 hereof.

“Developer” means Palm Court Lodging, LLC, a Colorado limited liability company.
“Developer Certificate” means a certificate in the form of Attachment No. 5.

“Developer Improvements” means the new improvements to be constructed by the
Developer upon the Site or within adjacent public right of way, all more particularly described in
Section 301.1 hereof and in the Scope of Development, including, without limitation, all required
parking and landscaping improvements. The Developer Improvements may, subject to the City’s
entitlement and development approval standards and processes, including but not limited to
landscaping, setback, and parking requirements, but shall not be required to contain one or two
restaurant parcels suitable for the construction, use and operation of a restaurant or restaurants
containing up to 20,000 square feet of floor area in the aggregate (the "Restaurant"). The Restaurant
may be developed after the hotels have been completed and need not be developed concurrently with
the hotels.

“Developer Payments” is defined in Section 312.

“Developer Promissory Note” means that certain promissory note in substantially the form
of Attachment No. 3B.

“Developer’s Conditions Precedent” means the conditions precedent to the Closing for the
benefit of the Developer, as set forth in Section 205.2.
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“Developer’s Cost” means the total actual cost to the Developer of planning, designing,
financing, constructing, and developing the Developer Improvements (in accordance with the plans
and specifications to be acted upon by the City and Agency as provided in this Agreement, and
including furnishings, fixtures, telephone, computer and other equipment) through the issuance of the
Release of Construction Covenants, but specifically excluding the costs of inventory, equipment, and
other personal property which is used on the Site, and the costs of operating and maintaining the
Developer Improvements. The Developer’s Cost shall include but not be limited to the following
costs which are actually incurred by the Developer: reasonable closing costs; costs of grading and
site preparation; the cost of construction of all of the Developer Improvements, including
architectural, engineering and design fees, and development, permit, and inspection fees charged by
any public agency incurred and paid by the Developer; a construction management/development fee
charged to the project not to exceed a total of ten percent (10%) of the direct cost of site preparation
and construction of the Developer Improvements; construction interest during the construction
period; construction loan fees and points, including those paid to third parties, which loan fees and
points shall not exceed an amount reasonable and customary in the industry; performance and
completion bond premiums; permanent loan fees and points; consulting and professional fees paid to
third parties with respect to the construction of the Developer Improvements only; property taxes
imposed with respect to the Site attributable to the construction period, insurance costs during the
construction period, security costs during the construction period, utility costs during the construction
period, maintenance expenses during the construction period, all expenses incurred during the
construction period pursuant to the Maintenance Agreement, and any other actual costs to the
Developer of planning, designing, financing, constructing, and developing the Developer
Improvements which have not been paid by the Agency and/or City.

“Developer’s Environmental Consultant” means the environmental consultant which may
be employed by the Developer pursuant to Section 208.2 hereof.

“Developer’s Environmental Reports” means the environmental investigation of the Site
which may be conducted for the Developer by Developer’s Environmental Consultant, as set forth in
Section 208.2 hereof.

“Eligible Persons” means any individual, partnership, corporation or association which
qualifies as a “displaced person” pursuant to the definition provided in Government Code
Section 7260(c) of the California Relocation Assistance Act of 1970, as amended, and any other
applicable federal, state, or local regulations or laws.

“Environmental Reports” means the collective environmental investigations of the Site as
reported in the Agency’s Environmental Report and the Developer’s Environmental Report which
may be performed pursuant to Sections 208.1 and 208.2 hereof.

“Escrow” is defined in Section 202 hereof.

“Escrow Agent” is defined in Section 202 hereof.

“Estimated Acquisition Costs” means the Agency’s estimated cost to acquire and assemble
the Site, which shall, for purposes of initially establishing the principal amount of the funds to be

- advanced by Developer pursuant to Section 201.1 hereof, is to be deemed to be equal to the sum of
Seven Million Dollars ($7,000,000.00) or, with the confirmation of both parties that the estimated
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cost to acquire and assemble the Site is likely to exceed Seven Million Dollars ($7,000,000.00), a
greater amount.

“Exceptions” is defined in Section 203 hereof.

“Financing Costs” means costs incurred by Agency in conjunction with, associated with, or
related to Developer’s procurement of financing for the acquisition of the Site and construction of the
Developer Improvements, including without limitation reasonable costs incurred by the Agency for
the drafting, review and approval by Agency counsel and/or staff of all financing documents pursuant
to this Agreement by Agency counsel and staff, and reasonable costs incurred by Agency for the
drafting, review, and negotiation by Agency counsel and/or staff of the terms of any documents
proposed by Developer or its lenders for Agency or City execution in conjunction with such
financing.

“Generated Revenues™ means tax increment revenues received by the Agency, and transient
occupancy tax and sales tax received by the City all of which are generated solely by the Site
following completion of construction of the Developer Improvements in conformity with this
Agreement (as evidenced by the recordation of a Release of Construction Covenants in the form of
Attachment No. 7), net of the Prior Base Level.

“Governmental Requirements” means all laws, ordinances, statutes, codes, rules,
regulations, orders and decrees of the United States, the state, the county, the City, or any other
political subdivision in which the Site is located, and of any other political subdivision, agency or
instrumentality exercising jurisdiction over the Agency, the Developer or the Site.

“Grant Deed” means the grant deed for the conveyance of the Site from the Agency to the
Developer, in the form of Attachment No. 3 hereto which is incorporated herein.

“Hazardous Materials” means any substance, material, or waste which is or becomes,
regulated by any local governmental authority, the State of California, or the United States
Government, including, but not limited to, any material or substance which is (i) defined as a
“hazardous waste,” “extremely hazardous waste,” or “restricted hazardous waste” under Section
25115, 25117 or 25122.7, or listed pursuant to Section 25140 of the California Health and Safety
Code, Division 20, Chapter 6.5 (Hazardous Waste Controi Law)), (ii} defined as a “hazardous
substance” under Section 25316 of the California Health and Safety Code, Division 20, Chapter 6.8
(Carpenter-Presley-Tanner Hazardous Substance Account Act), (iii) defined as a “hazardous
material,” “hazardous substance,” or “hazardous waste™ under Section 25501 of the California Health
and Safety Code, Division 20, Chapter 6.95 (Hazardous Materials Release Response Plans and
Inventory), (iv) defined as a “hazardous substance” under Section 25281 of the California Health and
Safety Code, Division 20, Chapter 6.7 (Underground Storage of Hazardous Substances),

(v) petroleum, (vi) friable asbestos, (vii} polychlorinated biphenyls, (viii) methyl tert butyl ether,
(ix) listed under Article 9 or defined as “hazardous” or “extremely hazardous” pursuant to Article 11
of Title 22 of the California Administrative Code, Division 4, Chapter 20, (x) designated as
“hazardous substances” pursuant to Section 311 of the Clean Water Act (33 U.S.C. §1317),

(xi) defined as a “hazardous waste”™ pursuant to Section 1004 of the Resource Conservation and
Recovery Act, 42 U.S.C. §6901 et seq. (42 U.S.C. §6903) or (xii) defined as “hazardous substances”
pursuant to Section 101 of the Comprehensive Environmental Response, Compensation, and
Liability Act, 42 U.S.C. §9601 ef seq.
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“Hotel” means a Marrioft Courtyard Hotel, or a Springhill Suites Hotel, any other Marriott
flag hotel, or any other limited service business hotel as determined by the Agency Director, to be
developed pursuant to this Agreement.

“Maintenance Agreement” means the document to be recorded with respect to the Site
which contains the Developer’s continuing maintenance obligations with respect to the Site, as
described in Section 403 hereof and in the form of Attachment No. 9 hereof.

“Map of the Site” means Attachment No. 1.

“Minimum Project Value” means an amount to be agreed upon between the parties based
on the final design of the Developer Improvements prior to the Six Month Date.

“Minimum Required Cost” means an amount to be agreed upon between the parties based
on the final design of the Developer Improvements prior to the Six Month Date, exclusive of land
cost.

“Mortgage” is defined in Section 311.2 hereof.

“Net Revenues” means: (i) the Generated Revenues, less (ii) Agency Note Payments or
portions thereof which have not previously been deducted from Generated Revenues; less (iii) the
payments to the Developer pursuant to Section 311.7 hereof.

“Notice” shall mean a notice in the form prescribed by Section 601 hereof.

“Netice of Transfer” means the Notice from Developer to the Agency which includes the
terms of the proposed transfer by the Developer of its interest in the Site and/or the Developer
Improvements, as set forth in Section 603.5 hereof.

“Opening Date” shall mean the date on which the Project is scheduled to open for business
to the public, as set forth in the Schedule of Performance.

“Operating Covenant Period” is defined in Section 402 of this Agreement.

“Order of Prejudgment Possession” means a judicial order or orders authorizing the Agency
to take possession of the Site or portions thereof prior to final judgment(s) and order(s) of
condemnation, as set forth in Section 201.2 hereof,

“Outside Date” shall mean December 31, 2002.

“Permanent Closure” means that the operation of a Conforming Hotel Facility on the Site
has ceased for more than one hundred eighty (180) days; however, Palm Court Lodging, LL.C, or
another Approved Operator shall not be deemed to have a Permanent Closure if the closure is due to
events of repair, alteration, construction, remedeling, or force majeure as set out in this Agreement
(an “Excused Closure”); provided that in no event shall the period of Excused Closure exceed one (1)
year. Such events must be sufficient, in the exercise of reasonable business judgment of both the
Agency and the Developer, to justify temporary closure of the Conforming Hotel Facility.

“Principals” means Gary Rohr, Navin Dimond, Troy C. McWhinney and Chad McWhinney.
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“Prior Base Level” means Sixty Thousand Dollars (360,000).

“Project” means the Developer Improvements, consisting of two (2) Conforming Hotel
Facilities which are Approved Products.

“Promissory Note” or “Agency Promissory Note” shall mean the promissory note to be
executed by the Agency in the form of Attachment No. 3 and as set forth in Section 201.3.

“REA” means a reciprocal easement and operation agreement prepared by Developer and
which has been approved by the Agency Director, in his sole and absolute discretion, to be executed
by and between the Developer and the Agency, and recorded against the Site, which: (i) provides
reciprocal easements for ingress, egress and parking between and among the Hotels; and between the
Hotels and the Crowne Plaza Hotel Jocated to the north of the Site; (ii) provides reciprocal easements
for future ingress, egress, and parking on the Site for the benefit of the real property located adjacent
to the Site to the west, as depicted on the Site Map, to the extent such real property is redeveloped by
the Agency or another developer under contract with the Agency as a commercial property to be
accessed via the Developer’s driveway access from Harbor Boulevard (the “Phase 11 Parcels™);

(iit) provides for the owner(s) of the Site and/or the Phase II Parcels to cooperatively fund the
construction of a drive aisle from Harbor Boulevard at Developer’s access driveway to the Phase 11
Parcels, as applicable, and to replace, in such event, any parking displaced by the creation of such
drive aisle; (iv) provides for the pro rata payment of costs of maintenance by the Owner of the Site
and the owner(s) of the Phase 11 Parcels (if and to the extent the Phase 1l Parcels are served by
ingress, egress and parking on the Site) including payment of the cost of areas on the Site to be
devoted to ingress, egress, parking, landscaping, and signage (excepting signage affixed to the
respective buildings to be developed on the Site the maintenance and repair of which shall be the sole
responsibility of the building owner); (v) is in form and substance acceptable to the Agency and the
Developer, (v1) provides the Agency with the right, but not the obligation, to enter, remedy
deficiencies in maintenance, and recover its costs from the owners of the land subject to the REA;
(vii) provides that the Agency and the City shall have no financial or other obligations pursuant to the
REA; (viii} provides that the REA cannot be amended without the prior written approval of the
Agency; (ix) provides for the prohibition of conduct of noxious uses on the Site, such as massage
parlors, adult theaters, adult entertainment and paraphernalia, and liquor stores (excluding the sale of
alcoholic beverages for on premises consumption as part of any Conforming Hotel Facility and/or the
Restaurant; and (x) provides for the restriction of the Site to certain permitted uses, only, which shall
include hotel and restaurant use and other related ancillary uses. The REA also may, but is not
required to, provide reciprocal easements for future ingress, egress and parking on the Site for the
benefit of the real property located adjacent to the Site to the north, as depicted on the Site Map.

“Redevelopment Plan” means the Redevelopment Plan for the Redevelopment Project,
adopted by Ordinance No. 1339 of the City Council of the City of Garden Grove, as amended as of
the date of this Agreement, which Redevelopment Plan, as so amended, is incorporated herein by
reference.

“Redevelopment Project” means the Garden Grove Community Project, adopted by the City
pursuant to the Redevelopment Plan.

“Related Entity” means an entity in which substantially all ownership interests are held by
one or more of the Principals.
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“Release of Construction Covenants” means the document which evidences the Developer’s
satisfactory completion of the Developer Improvements, as set forth in Section 310 hereof, in the
form of Attachment No. 8 hereto which is incorporated herein.

“Report” means the preliminary title report, as described in Section 203 hereof.

“Repurchase Amount” means an amount equal to the sum of: (i) Construction
Disbursement Amount, and (ii) the Verified Developer Contribution Amount.

“Sales and Use Tax Revenue” means that portion of taxes derived and received by the City
from the imposition of the Bradley Burns Uniform Local Sales and Use Tax Law, California
Revenue and Taxation Code Section 7200, et seq., as amended, or any successor statute, law or
regulation, arising from transactions which occur on the Site.

“Schedule of Performance” means the Schedule of Performance attached hereto as
Attachment No. 6 and incorporated herein, setting out the dates and/or time periods by which certain
obligations set forth in this Agreement must be accomplished. The Schedule of Performance is
subject to revision from timeto time as mutually agreed upon in writing between the Developer and
the Agency’s Director, and the Agency’s Director is authorized to make such revisions as he or she
deems reasonably necessary.

“Scope of Development” means the Scope of Development attached hereto as Attachment
No. 7 and incorporated herein, which describes the scope, amount and quality of development of the
Developer Improvements to be constructed by the Developer pursuant to the terms and conditions of
this Agreement,

“Secondary Conditions Precedent” is defined in Section 313.

“Site” means that area consisting of approximately five and one-half (5.5) acres as depicted
on the Map of the Site.

“Six Month Date” means the 180th day following the date the Agency approves this
Agreement. Notwithstanding any provision of this Agreement to contrary effect, the Six Month Date
shall not be subject to Section 602.

“Six Month Requiremernts” means all of the following: (i) the submittal by the Developer to
the Agency of fully executed franchise agreements for the operation on the Marriott Courtyard Inn
and the Springhill Suites Hotels, or two (2) other Approved Products; (i1) the submittal by the
Developer to the Agency of a fully executed operating agreement with an Approved Operator; (iii)
the submittal by the Developer to the Agency of Preliminary Evidence of Financing; (iv) the
submittal by the Developer to the Agency of the REA, executed by the Developer; and (v) the
submittal by the Developer to the City of completed applications for all land use entitlements
associated with the Project.

“Studies” are defined in Section 207 hereof.
“Threshold Amount” is defined in Section 208.3 hereof.

“Title Company” is defined in Section 204 hereof.
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“Title Policy” is defined in Section 204 hereof.
“Transfer” is defined in Section 603.] hereof.

“Transient Occupancy Tax” means taxes derived and received by the City pursuant to
Chapter 3.12 of the Garden Grove Municipal Code, as amended, or any successor statute, law or
regulation, arising from the operation of a Conforming Hotel Facility on the Site.

“Verified Developer Contribution Amount” means moneys of the Developer, if any,
expended for the development of the Developer Improvements, exclusive of funds provided by a
construction or permanent lender or debt service payments in connection therewith; provided that:
(i) only out-of-pocket expenditures to unrelated third parties shall be countable; (i) the Developer
shall certify, in the form of the Developer Certificate, as to such expenditures, and the construction
lender shall confirm in writing such expenditures in the form of the Developer Certificate, and {iii)
interest during the construction period under the construction loan shall be included as provided in
the definition of "Developer's Cost".

“Year” means a period commencing on the earlier of (i) the Opening Date or (ii) the date on
which the Project opens for business, and ending 365 days from such date, and each of the next six
(6) 365 day periods.

200, ACQUISITION AND CONVEYANCE OF THE SITE
201. Acquisition and Disposition of the Site.

201.1 Agency Loan. The Developer shall advance to the Agency, within ten (10)
days following Agency’s written request therefore, immediately available funds in the amount of
fifty percent (50%) of the Estimated Acquisition Cost not to exceed Three Million Five Hundred
Dollars ($3,500,000.00) (the “Developer Advance”), with which Agency shall pay the Acquisition
Costs, if any, incurred for the acquisition of the Site. All funds advanced by Developer pursuant to
this Section 201.1, plus any loan fees and legal fees payable by Developer in conjunction with the
financing of the Developer Advance, less the Financing Costs, constitute the Agency Loan, which
shall be repayable to Developer pursuant to Section 201.3 hereof. The foregoing notwithstanding,
Developer shall not be required to make such advance to the Agency until such time as the last of the
following conditions shail have been reasonably satisfied: (i) the Agency shall have approved and
executed this Agreement, (ii) the City shall have issued all necessary discretionary governmental
entitlements required for Developer to develop and construct the Developer Improvements to the Site
specifically including, without limitation, specific site plan approval(s), conditional use permit(s),
zoning approvals, parcel map and all other subdivision approvals, (iii) the Agency shall have made a
determination to acquire the Site pursuant to Section 201.2, and, if necessary, shall have adopted a
resolution of necessity authorizing the condemnation of any portion of the Site which the Agency is
unable to acquire voluntarily; and (iv) the City and the Agency have entered into a cooperation
agreement or otherwise made arrangements providing for the City to advance to the Agency, to the
extent necessary to allow the Agency to meet its financial obligations set forth herein, and subject to
the availability of City revenues and the appropriation of funds for such purpose, funds to be used for
repayment of the Agency Loan approved in writing by Developer and Developer’s lender.

201.2  Agency Acquisition of the Site. The Agency agrees to consider in good
faith, the acquisition of the parcels comprising the Site, and, to the extent Agency decides to acquire
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the Site, to diligently pursue such acquisition in accordance with all applicable laws, including
without limitation, and to the extent applicable, the California Eminent Domain Law (Code of Civil
Procedure Section 1230.010 ef seq.). The Agency and Developer hereby agree and acknowledge that
the Agency is not by this Agreement obligated to acquire the Site, nor to commence eminent domain
proceedings. Agency and Developer further acknowledge and agree that Agency shall not consider
acquisition of the Site unless and unti all the conditions set forth in clauses (i), (ii), and (iv) of
Section 201.1 have been satisfied, and the Six Month Requirements have been satisfied.

Subject to the willingness of the Title Company to issue its title policy
insuring that the Developer is fee owner of the Site upon conveyance by the Agency in conformity
with the remaining portion of this Section 201.1, the Agency agrees to convey to the Developer the
Site and the Developer agrees to acquire the Site from the Agency, in accordance with and subject to
all of the terms, covenants, and conditions of this Agreement, including the Agency’s Conditions
Precedent and the Developer’s Conditions Precedent as set forth in Sections 205.1 and 205.2 hereof.
The conveyance of the Site from the Agency to the Developer (the “Conveyance”) shall be
accomplished through the execution and recordation in the official records of Orange County of the
Grant Deed in the form of Attachment No. 3 hereto, which is incorporated herein. In the event that
the Agency is unsuccessful in acquiring one or more of the parcels composing the Site by the time set
forth in the Schedule of Performance, the Developer may, in its sole discretion, terminate this
Agreement in the manner set forth in Section 503 hereof by providing notice to the Agency in
accordance with Section 601 below.

In the event of termination pursuant to this Section 201.2, Agency hereby
waives and releases the Developer, and its officers, employees, and representatives from any liability
to Agency resulting from such termination excepting only Developer’s indemnification obligations
set forth in Section 504 hereof. In the event of termination pursuant to this paragraph, Agency shall
be entitled to retain the Retention pursuant to Section 504 hereof provided no such termination shail
relieve or release Agency from its continuing liability for repayment of the Promissory Note.

Notwithstanding any other provision of this Agreement to the contrary, if at
any time prior to the Agency’s acquisition of title to the Site in the condition for conveyance as
required herein:

(a) the Agency provides to the Developer a copy of one or more effective
orders of prejudgment possession as to all or any portion of the Site for a period of up to one (1) year
for which fee title has not yet been acquired, and:

(b) the Agency delivers title to and exclusive possession of the portion of
the Site as to which the Agency holds title, and exclusive possession of and the right to any
subsequently acquired title or claim or title to the balance of the Site; and

{c) the right of possession and subsequently acquired title conveyed by
the Agency to the Developer is sufficient to enable the Developer to obtain a title insurance policy,
for the Agency to record a parcel map for the Site (whether or not such parcel map has actuaily
recorded), and for the Developer to close its financing for the construction of the Developer
Improvements on the Site and immediately obtain the required building permit and commence
construction of the Developer Improvements; and
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(d) the portions of the Site covered in Paragraphs (a) and (b) of this
Section 201.2, above, comprise One Hundred percent (100%) of the Site

then, if the Agency elects to convey in whole or in part on the basis of Orders of Prejudgment
Possession, and provided the Agency shall have completed the Clean-Up of the Site or shall have
undertaken those actions, if any, as may be indicated by the Agency’s Environmental Consultant as
necessary to cause the Site to conform to applicable attainment levels as established as of the
Conveyance, the Developer shall accept title to the portion of the Site the Agency owns and
possession of the remaining portion of the Site, and the Developer shall proceed with the
development of the Site, with the date of transfer of possession from the Agency to the Developer
treated the same as the date for the close of Escrow for purposes of the Developer’s obligation to
proceed with and complete construction of the Developer Improvements.

Developer acknowledges and agrees that Agency is not obligated to acquire
the Site, notwithstanding any other provision to the contrary in this Agreement. In the event Agency
is unable or elects not to acquire the Site, by the time set forth in the Schedule of Performance, the
Agency may, in its sole discretion, terminate this Agreement in the manner set forth in Section 503
hereof by providing notice to the Developer in accordance with Section 601 below. In the event of
termination pursuant to this Section 201.2, Developer hereby waives and releases Agency, City, and
their respective officers, employees, and representatives from any liability to Developer resulting
from such termination excepting only for the repayment of the Excess Retention in accordance with
Section 504 hereof.

201.3 Agency Promissory Note. The Agency’s obligation to repay the Agency
Loan to the Developer shall be set forth in a promissory note in the form of Attachment No. 3A
hereof which is incorporated herein (the “Promissory Note™). The Promissory Note shall be payable
by the Agency pursuant to the terms contained therein. The Promissory Note shall be fully repaid
over a fifteen (15) year period in equal monthly payments (15 year, fully amortized loan) and shall
bear interest at a rate equal to the rate charged to Developer by Developer's approved lender plus fifty
(50) basis points. The Agency shall use all reasonable efforts to enter into a cooperation agreement
with the City of Garden Grove or some other arrangement pursuant to which the City shall, subject to
annual appropriations and the availability of uncommitted city funds, agree to loan to Agency such
amounts as may be necessary to ensure the Agency’s ability to make such payments.

The principal amount of the Promissory Note shall be subject to adjustment
based upon payments made by the Agency to the Developer. The Agency shall make monthly
payments (or however frequently Developer must make payments on Developer’s financing of the
Agency Loan) on the Promissory Note (each of which, when paid, is deemed an “Agency Note
Payment”), commencing on the first day of the first full calendar month following the Closing, or the
first day of the first full calendar month following the termination of this Agreement for any reason,
whichever occurs first, until the Agency Loan is paid in full.

201.4 Developer Promissory Nete. In the event the Agency completes its
acquisition of the entire Site pursuant to Section 201.1 hereof, and conveys the Site to Developer as
set forth herein, the full amount of Acquisition Costs paid by the Agency shall be deemed to be 2
loan to the Developer. Developer agrees to execute, prior to and as a condition of closing, a
promissory note in substantially the form of Attachment No. 3B evidencing the Developer’s
obligation to repay to the Agency the Acquisition Costs (the “Developer Note Amount”) in the event
the Developer does not uphold its covenant to continuously operate the Developer Improvements on
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the Site pursuant to Section 301 hereof (the "Developer Promissory Note"). The Developer
Promissory Note shall be for a term of ten (10) years, commencing upon the Closing Date, and shall
bear no interest.

The principal amount of the Developer Promissery Note shall be subject to
adjustment for the Credit Adjustment, as set forth below.

In calculating the amount which remains due and owing under the Developer
Promissory Note, and provided that the Secondary Conditions Precedent have been satisfied, after the
end of each of the first ten (10) Annual Periods, the Agency shall reduce the amount owing pursuant
to the Developer Promissory Note by an amount (the “Credit Amount”), if any, equal to the
Generated Revenues received and retained by the Agency and or the City from the operation of the
Project in conformity with this Agreement during the preceding Annual Period, less any Developer
Payments made in accordance with Section 311.7 therefrom, provided that such Credit Amounts as
aggregated shall in no event exceed the Developer Note Amount. The application of a credit
pursuant to this paragraph constitutes a “Credit Adjustment.” No payments shall be made to the
Developer by virtue of this Section 201.4; provided that Section 311.7 shall be enforceable according
to its terms. For purposes of determining the amount of Generated Revenues less Developer
Payments made therefrom, and the corresponding Credit Amount, all Developer Payments shall be
deemed to be made from Generated Revenues earned during the Annual Period in which such
payments are made.

For purposes of this Section 201 .4, the first “Annual Period” shall be the
period which commences on the earlier of (i) the opening for business of the first Conforming Hotel
Facility, or (i) the time established in the Schedule of Performance for the opening for business of
the first Conforming Hotel Facility on the Site, and ends three hundred sixty five (365) days from
such commencement. Each subsequent three hundred sixty five (365) day period shall constitute an
“Annual Period.”

Concurrently with their filing with the applicable governmental agencies, the
Developer shall provide the Agency with copies of each and every sales and use tax return that it has
filed during the Annual Period with respect to the Site. Upon written request by the Agency, the
Developer shall promptly take any and all actions which are reasonably deemed necessary by the
Agency to assist the Agency in obtaining access to any and all records of the State Board of
Equalization and the City which may be pertinent to Sales and Use Tax Revenues and/or Transient
Occupancy Tax Revenues, including records pertinent to the Site, the Conforming Hotel Facilit(ies),
and the Developer, in order to enable the Agency to verify the information contained in said tax
returns or reports and to verify such tax revenues. In the event that the Agency reasonably requires
the receipt of additional information in order to verify the information contained in such sales and
use tax returns and such tax revenues, the Agency shall notify the Developer in writing that such
information is required. The Developer shall promptly obtain and furnish to the Agency any and all
said information as is necessary in order for the Agency to verify the information contained in such
tax returns and such tax revenues. The Agency shall have a reasonable amount of time, which is
anticipated to be thirty (30) days subject to the receipt of complete information, to verify the
information concerning tax revenues as received from the Developer pursuant to this Section 201.4.

The Promissory Note shall be subject to acceleration as provided in Section 9
of the Promissory Note.
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- 202. Escrow. By the time established therefor in the Schedule of Performance, the parties
shall open escrow (“Escrow”) with First American Title Insurance Company or another escrow
holder mutually satisfactory to both parties (the “Eserow Agent”).

Documentary 202.1 Costs of Escrow. Agency and Developer shall pay their respective portions

Transfer  Tax - of the premium for the Title Policy as set forth in Section 204 hereof, the Agency shall pay for the

$1,012.00. documentary transfer taxes, if any, due with respect to the conveyance of the Site, and Developer and
Agency each agree to pay one-half of all other usual fees, charges, and costs which arise from Escrow Fee (1/2)
Escrow. -$1,092.50.

202.2 Escrow Instructions. This Agreement constitutes the joint escrow
instructions of Developer and Agency, and the Escrow Agent to whom these instructions are
delivered is hereby empowered to act under this Agreement. The parties hereto agree to do all acts
reasonably necessary to close this Escrow in the shortest possible time. Insurance policies for fire or
casualty are not to be transferred, and Agency will cancel its own policies after the Closing. All
funds received in the Escrow shall be deposited with other escrow funds in a general escrow
account(s} and may be transferred to any other such escrow trust account in any State or National
Bank doing business in the State of California. All disbursements shall be made by check from such
account.

If in the opinion of either party it is necessary or convenient in order to
accomplish the Closing of this transaction, such party may require that the parties sign supplemental
‘escrow instructions; provided that if there is any inconsistency between this Agreement and the
supplemental escrow instructions, then the provisions of this Agreement shall control. The parties
agree to execute such other and further documents as may be reasonably necessary, helpful or
appropriate to effectuate the provisions of this Agreement. The Closing shall take place when both
the Agency’s Conditions Precedent and the Developer’s Conditions Precedent as set forth in
Section 205 have been satisfied or effectively waived by the party for whose benefit they are
included. Escrow Agent is instructed to release Agency’s escrow closing and Developer’s escrow
closing statements to the respective parties.

202.3 Authority of Escrow Agent. Escrow Agent is authorized to, and shall:

(a) Pay and charge Developer and Agency for their respective shares of
the premium of the Title Policy as set forth in Section 204 and shall charge the Agency with any
amounts necessary to place title in the condition necessary to satisfy Section 203 of this Agreement.

(b) Pay and charge Developer and Agency for their respective shares of
any escrow fees, charges, and costs payable under Section 202.1 of this Agreement.

(c) Pay and charge Developer for any endorsements to the Title Policy or
extended coverages which are requested by the Developer.

(d) Disburse funds, deliver and record the Grant Deed (if applicable), the
REA and the Maintenance Agreement, then such deed of trust as may be recorded in connection with
the provision of construction financing for the Developer Improvements, when both the Developer’s
Conditions Precedent and the Agency’s Conditions Precedent have been fulfilied or waived by
Developer and Agency.
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(e) Do such other actions as necessary to fulfill its obligations under this
Agreement,

() Within the discretion of Escrow Agent, direct Agency and Developer
to execute and deliver any instrument, affidavit, and statement, and to perform any act reasonably
necessary to comply with the provisions of FIRPTA and any similar state act and regulation
promulgated thereunder. Agency agrees to execute a Certificate of Non-Foreign Status by individual
transferor and/or a Certification of Compliance with Real Estate Reporting Requirement of the 1986
Tax Reform Act as may be required by Escrow Agent, on the form to be supplied by Escrow Agent.

{2) Prepare and file with all appropriate governmental or taxing
authorities a uniform settlement statement, closing statement, tax withholding forms including an
IRS 1099-S form, and be responsible for withholding taxes, if any such forms are provided for or
required by law.

202.4 Closing. This transaction shall close (“Closing”) within thirty (30) days of
the satisfaction or waiver of all of Agency’s and Developer’s Conditions Precedent to Closing as set
forth in Section 205 hereof, but in no event later than the Outside Date uniess otherwise agreed to by
the parties. The “Closing” shall mean the time and day the Grant Deed is filed for record with the
Orange County Recorder. The “Closing Date” shall mean the day on which the Closing occurs.

202.5 Termination. If (except for deposit of funds by the parties, which shall be
made at least one (1) day before the Closing) Escrow is not in condition to close by the Outside Date,
then either party which has fully performed under this Agreement may, in writing, terminate this
Agreement. If either party makes a written demand for return of documents or properties, this
Agreement shall not terminate until five (5) days after Escrow Agent shall have delivered copies of
such demand to all other parties at the respective addresses shown in this Agreement. If any
objections are raised within said five (5) day period, Escrow Agent is authorized to hold all papers
and documents until instructed by a court of competent jurisdiction or by mutual written instructions
of the parties. Termination of this Agreement shall be without prejudice as to whatever legal rights
either party may have against the other arising from this Agreement. Upon termination, the
provisions of Section 504 shall be applicable hereto provided no such termination shall relieve or
release Agency from its continuing liability for repayment of the Promissory Note. If no demands
are made, the Escrow Agent shall proceed with the Closing as soon as possible.

202.6 Closing Procedure. Escrow Agent shall close Escrow for the Site as
follows:

(a) Record the Grant Deed, the REA, and the Maintenance Agreement
with instructions for the Recorder of Orange County, California to deliver the Grant Deed and the
REA to the Developer and the Maintenance Agreement to the Agency;

(b) Instruct the Title Company to deliver the Title Policy to Developer,
with a copy to the Agency;

(c) File any informational reports required by Internal Revenue Code
Section 6045(e), as amended, and any other applicable requirements;

(d) Deliver the FIRPTA Certificate, if any, to the Developer;
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(e) Disburse the Purchase Price to Agency, in the form of the Devejoper
Promissory Note {provided that the Agency shall inform the Escrow Agent if the Developer has
prepaid any portion of the Purchase Price outside of escrow, and such amounts shall be credited); and

(H Forward to both Developer and Agency a separate accounting of all
funds received and disbursed for each party and copies of all executed and recorded or filed
documents deposited into Escrow, with such recording and filing date and information endorsed
thereon.

203. Review of Title. The Agency shall cause a title company mutually agreeable to both
parties (the “Title Company™), to deliver to Developer a standard preliminary title report (the
“Report™) with respect to the title to the Site, together with legible copies of the documents
underlying the exceptions (“Exceptions™) set forth in the Report, within fifteen (15) days from the
date of this Agreement. The Developer shall have the right to reasonably approve or disapprove the
Exceptions; provided, however, that the Developer hereby approves the following Exceptions:

(a) The Redevelopment Plan.

(b) The lien of any non-delinquent property taxes and assessments (to be
prorated at close of Escrow).

(©) The provisions of the Grant Deed and the Maintenance Agreement.

(d) Any incidental easements or other matters affecting title which do not
materially impact the Developer’s use of the Site as proposed on the Preliminary Site Plan including,
without limitation, the unobstructed construction of the Developer Improvements.

(e) The REA.

Developer shall have thirty (30) days from the date of its receipt of the Report
and all of the Exceptions to give written notice to Agency and Escrow Holder of Developer’s
approval or disapproval of any of such Exceptions. Developer’s failure to give written disapproval
of the Report within such time limit shall be deemed approval of the Report. If Developer notifies
Agency of its disapproval of any Exceptions in the Report, the Agency shall have ten (10) days from
the receipt of written notice of disapproval by the Developer to determine whether or not it will
undertake the removal of any disapproved Exceptions. If the Agency elects to remove such
Exceptions, it shall diligently proceed to effect the removal of such Exceptions. If Agency cannot or
does not elect to remove any of the disapproved Exceptions within that period, Developer shall have
ten (10) business days after the expiration of such ten (10) business day period to either give the
Agency written notice that Developer elects to proceed with the purchase of the Site subject to the
disapproved Exceptions or to give the Agency written notice that the Developer elects to terminate
this Agreement. The Exceptions to title approved by Developer as provided herein shall hereinafter
be referred to as the “Condition of Title.” Developer shall have the right to approve or disapprove
any additional and previously unreported Exceptions reported by the Title Company after Developer
has approved the Condition of Title for the Site (which are not created by Developer). Agency shall
not voluntarily create any new exceptions to title following the Date of Agreement with out
Developer's prior written approval, which approval shall not be unreasonably withheld.
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2064.  Title Insurance. Concurrently with recordation of the Grant Deed conveying title to
the Site, there shall be issued to Developer an ALTA owner’s policy of title insurance (the “Title
Policy™), together with such endorsements as are reasonably requested by the Developer, issued by
the Title Company insuring that the title to the Site is vested in Developer in the condition required
by Section 203 of this Agreement. 1f the Agency has acquired possession but not title to all or any
portion of the Site, such title policy shall be in accordance with Section 201.2(b) hereof. The Title
Company shall provide the Agency with a copy of the Title Policy. The Title Policy shall be in an
amount equal to the lesser of the appraised value of the Site as determined by the Developer’s
lender’s appraiser, and the compensation actually paid to the owner(s) thereof by the Agency to
acquire the Site pursuant to Section 201.2. The Agency agrees to remove on or before the Closing
any deeds of trust or other monetary liens against the Site. The Agency shall pay that portion of the
premium for the Title Policy equal to the cost of a CLTA standard coverage title policy. Any stwandard
additional costs, including the cost of an ALTA policy or any endorsements requested by the (cLTA)
Developer, shall be borne by the Developer.

205.  Conditions of Closing. The Closing is conditioned upon the satisfaction of the
following terms and conditions within the times designated below:

205.1 Agency’s Conditions of Closing. Agency’s obligation to proceed with the
Closing of the sale of the Site is subject to the fulfillment or waiver by Agency of each and all of the
conditions precedent (a) through (o), inclusive, described below (“Agency’s Conditions
Precedent”), which are solely for the benefit of Agency, and which shall be fulfilled or waived by
the time pertods provided for herein:

(a) No Default. Prior to the Close of Escrow, Developer shall not be in
default in any of its obligations under the terms of this Agreement and all representations and
warranties of Developer contained herein shall be true and correct in all material respects.

b) Execution and Delivery of Documents. The Developer shall have
executed the Grant Deed, the REA, the Developer Promissory Note and the Maintenance Agreement
and executed any other documents required hereunder and shall have delivered such documents into
Escrow.,

(c) Payment of Funds. The Developer has advanced the funds required
under Section 201.1 and has paid into Escrow all required costs of Closing in accordance with
Section 202 hereof.

(d) Acquisition of the Site. The Agency shall have acquired title to or
effective legal rights of possession of the entire Site, or shall be ready to acquire title to the entire
Site concurrently with the Closing, in accordance with Section 201.2 hereof.

(e) Design Approvals. The Developer shall have obtained approval by
the Agency and City of the Basic Concept Drawings, the Design Development Drawings, and the
Construction Drawings as set forth in Section 302 hereof.

(H Land Use Approvals. The Developer shall have received all land
use approvals which are required pursuant to Section 303 hereof.
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(g) Ensurance. The Developer shall have provided proof of insurance as
required by Section 306 hereof.

(h) Financing. The Agency shall have approved financing of the
Developer Improvements as provided in Section 311.1 hereof, and such financing shall have closed
and funded or be ready to close and fund upon the Closing.

() Operator Approval. The Developer or a Related Entity shall have
entered into a binding agreement, in form and substance reasonably acceptable to the Agency
Director, with one or more Approved Operators pursuant to which the Approved Operator or
Approved Operators have committed to operate each of the Conforming Hotel Facilities on the Site,
subject only to the completion of the corresponding Approved Product or Products.

G) Entitlements. The Parcel Map for the Site shall have been recorded
in the official records of the County of Orange, and the general plan and zoning designations of the
Site shall have been amended, in accordance with Section 303 hereof in the event any such
amendments are required by the City as a condition to the development or operation of the uses
provided for in Section 402 of this Agreement.

(k) Plans and Permits. The Developer shall have obtained City
approval of its final building plans for all of the Developer Improvements, and building permits shall
be ready to be issued upon payment of necessary fees, and posting of required security.

(hH General Contractor Contract. The Developer shall have provided
the Agency Director a copy of a valid and binding contract, with a guaranteed fixed-price for the
completed Developer Improvements, between the Developer and one or more general contractors for
the construction of the Developer Improvements, certified by the Developer to be a true and correct
copy thereof, and the Agency Director shall have approved such contractor(s) and contract(s). The
Agency Director shall act reasonably in connection with the review and approval of such
contractor(s) and contract(s).

(m)  Completion Bond. If required by the Agency Director, the
Developer shall have provided to the Agency a completion bond guaranteeing complietion of the
Developer Improvements. The completion bond shall be enforceable by the Agency, and shall be in
form and by a bonding company acceptable to the Agency Director in his reasonable discretion.

() Franchiser Approval. The Developer or its Approved Operator shall
have entered into binding agreements in form and substance reasonably acceptable to the Agency
Director, with the franchiser for the Marriott Courtyard Inn and Springhill Suites Hotels, or two (2)
other Approved Products which are designated for operation of two Conforming Hotel Facilities on
the Site.

(o) Relocation. Agency shall have approved a Relocation Plan, if
required, for the Site, and such Relocation Plan shall have been approved by the City.

(p) Developer Certificate. The Developer shall deliver to the Agency a
Developer Certificate.
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205.2 Developer’s Conditions of Closing. Developer’s obligation to proceed with
the purchase of the Site is subject to the fulfillment or waiver by Developer of each and all of the
conditions precedent (a) through (k), inclusive, described below (“Developer’s Conditions
Precedent”), which are solely for the benefit of Developer, and which shall be fulfilled or waived by
the time periods provided for herein:

(a) No Default. Prior to the Close of Escrow, Agency shall not be in
default in any of its obligations under the terms of this Agreement and all representations and
warranties of Agency contained herein shall be true and correct in all material respects.

(b) Execution of Documents. The Agency shail have executed the Grant
Deed, Promissory Note, and Maintenance Agreement and any other documents required hereunder,
and delivered such documents into Escrow.

(c) Review and Approval of Title. Developer shall have reviewed and
approved the condition of title of the Site, as provided in Section 203 hereof.

(d) Titie Policy. The Title Company shall, upon payment of Title
Company’s regularly scheduled premium, have agreed to issue to the Developer the Title Policy for
the Site upon the Close of Escrow, in accordance with Section 204 hereof.

(e) Environmental. The Developer shall have approved the physical and
environmental condition of the Site and shall not have elected to cancel Escrow and terminate this
Agreement pursuant to Section 208 hereof.

(H Acquisition of Site. The Agency shall have acquired title to or
effective legal rights of possession of the entire Site, or shall be ready to acquire title to the entire
Site concurrently with the Closing, in accordance with Section 201.1 hereof.

(g) Relocation. The Agency shall have relocated all persons from the
Slte in accordance with Section 309.4 hereof.

(h) Entitlements. The Parcel Map for the Site shall have been recorded
in the official records of the County of Orange (or shall be recorded upon transfer of title to the Site
to Developer), and the general plan and zoning designations of the Site shall have been amended, and
specific site plan approval, design review approval, and, if applicable, conditional use permit
approval shall have been obtained in accordance with Section 303 hereof.

(i) Plans and Permits. The Developer shall have obtained City
approval of its final building plans for all of the Developer Improvements, and building permits shall
be ready to be issued (upon payment of necessary fees, posting of required security, and similar
items).

() Site Preparation. The Site shall have been cleared, including
demolition and removal of foundations.

(k) Clean-Up. The Agency shall have completed the Clean-Up of the
Site and obtained the applicable certifications and closure letters all as provided under Section 208.3
hereof, or shall have undertaken those actions approved in writing by Developer, if any, as may be
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indicated by the Agency’s Environmental Consultant as necessary to cause the Site to ultimately
conform to applicable attainment levels as established as of the Conveyance.

206. Representations and Warranties.

206.1 Agency Representations. Agency represents and warrants to Developer as
follows:

(a) Authority. Agency is a public body, corporate and politic, existing
pursuant to the California Community Redevelopment Law (California Health and Safety Code
Section 33000), which has been authorized to transact business pursuant to action of the City.
Agency has full right, power and lawful authority to acquire, grant, sell and convey the Site (or
portion thereof) as provided herein, subject to the Agency’s acquisition of the Site as provided
herein, and the execution, performance and delivery of this Agreement by Agency has been fully
authorized by all requisite actions on the part of Agency.

(b) FIRPTA. Agency is not a “foreign person” within the parameters of
FIRPTA or any similar state statute, or is exempt from the provisions of FIRPTA or any similar state
statute, or Agency has complied and will comply with all the requirements under FIRPTA or any
similar state statute.

(c) No Conflict. To the best of Agency’s knowledge, Agency’s
execution, delivery and performance of its obligations under this Agreement will not constitute a
default or a breach under any contract, agreement or order to which Agency is a party or by which it
is bound.

Until the Closing, Agency shall, upon learning of any fact or condition which
would cause any of the warranties and representations in this Section 206.1 not to be true as of
Closing, immediately give written notice of such fact or condition to Developer. Such exception(s)
to a representation shall not be deemed a breach by Agency hereunder, but shall constitute an
exception which Developer shall have a right to approve or disapprove if such exception would have
an effect on the value and/or operation of the Site. If Developer elects to close Escrow following
disclosure of such information, Agency’s representations and warranties contained herein shall be
deemed to have been made as of the Closing, subject to such exception(s). If, following the
disclosure of such information, Developer elects to not close Escrow, then this Agreement and the
Escrow shall automatically terminate, and neither party shall have any further rights, obligations or
liabilities hereunder except as set forth in Section 504 hereof and as set forth in any other provision
of this Agreement which expressly survives the termination of this Agreement. The representations
and warranties set forth in this Section 206.1 shall survive the Closing.

206.2 Developer’s Representations. Developer represents and warrants to Agency
as follows:

(a) Authority. Developer is a duly organized limited liability company
established within and in good standing under the laws of the State of Colorado, and is authorized to
do business in the State of California. The copies of the documents evidencing the organization of
the Developer which have been delivered to the Agency are true and complete copies of the originals,
as amended to the date of this Agreement. Developer has full right, power and lawful authority to
purchase and accept the conveyance of the Site (or portion thereof) and undertake all obligations as
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provided herein and the execution, performance and delivery of this Agreement by Developer has
been fully authorized by all requisite actions on the part of the Developer.

(b) Experience. Developer and/or its Principals are experienced
developers and operators of hotels.

(c) No Conflict. To the best of Developer’s knowledge, Developer’s
execution, delivery and performance of its obligations under this Agreement will not constitute a
default or a breach under any contract, agreement or order to which the Developer is a party or by
which it 1s bound.

(d) No Developer Bankruptcy. Developer is not the subject of a
bankruptey proceeding.

(e} Developer Certificate. All information contained in any Developer
Certificate shall be true, accurate and complete.

) Franchise Fee. Upon the mutual execution of this Agreement,
Developer will pay to the franchisor(s) of Marriott Courtyard Hotels and Springhill Suites Hotels a
franchise fee applicable only to the Marriott Courtyard Hotel and Springhill Suites Hotel on the Site.

Until the Closing, Developer shall, upon learning of any fact or condition
which would cause any of the warranties and representations in this Section 206.2 not to be true as of
Closing, immediately give written notice of such fact or condition to Agency. Such exception(s) to a
representation shall not be deemed a breach by Developer hereunder, but shall constitute an
exception which Agency shall have a right to approve or disapprove if such exception would have an
effect on the value and/or operation of the Site. I Agency elects to close Escrow following
disclosure of such information, Developer’s representations and warranties contained herein shall be
deemed to have been made as of the Closing, subject to such exception(s). If, following the
disclosure of such information, Agency elects to not close Escrow, then this Agreement and the
Escrow shall automatically terminate, and neither party shall have any further rights, obligations or
liabilities hereunder except as otherwise set forth in Section 504 hereof, and any other provisions of
this Agreement which expressly survives the termination of this Agreement. The representations and
warranties set forth in this Section 206.2 shall survive the Closing.

207. Studies and Reports. Within thirty (30) days after the Date of Agreement,
representatives of Developer shall have the right of access to all studies and reports held by the
Agency regarding the Site, for the purpose of analyzing the suitability of the Site for the project
contemplated herein. If and when the Agency obtains the right to enter upon the Site, representatives
of the Developer shall have the right of access to all portions of the Site pursuant to such right of
Agency to enter therein for the purposes of ebtaining data and making surveys and tests necessary to
carry out this Agreement, including without limitation the investigation of the environmental
condition of the Site pursuant to Section 208 hereof.

Any preliminary work undertaken on the Site by Developer prior to the Closing
pursvant to this Agreement, except as otherwise expressly provided for herein, shall be done at the
sole expense of the Developer. Any preliminary work shall be undertaken only after compliance
with Section 208, as required, securing any necessary permits from the appropriate governmental
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agencies or any orders from the appropriate court of law and the Developer’s execution of a right of
entry agreement to be provided by the Agency.

208. Conditicn of the Site.

208.1 Disclosure. The Agency and the Developer hereby represent and warrant to
the other that they have no Actual Knowledge, and have not received any notice or communication
from any government agency having jurisdiction over the Site, notifying such party of, the presence
of surface or subsurface zone Hazardous Materials in, on, or under the Site, or any portion thereof.
“Actual Knowledge,” as used herein, shall not impose a duty of investigation, and shall be limited to
the actual knowledge of the Agency and Developer employees and agents who have participated in
the preparation of this Agreement.

208.2 Investigation of Site. If and when Agency obtains the right to enter upon the
Site to conduct tests, examinations, and other investigations thereof, Agency shall, at Agency’s sole
cost, engage an environmental consultant reasonably acceptable to Agency and Developer
(“Agency’s Environmental Consultant”) to conduct such investigations and tests as Agency deems
necessary to ascertain the environmental condition of the Site, including a Phase | Environmental
Assessment. Agency shall provide to Developer (and any potential tenants of the Site when
requested by Developer) copies of the Phase 1 Environmental Assessment and any other
environmental assessments and tests conducted by Agency or Agency’s Environmental Consultant
on the Site. At Developer’s request, and so long as Developer agrees to and does pay any additional
cost incurred by Agency as a result of such addressing, the Phase I Environmental Assessment shall
be addressed to the Agency and Developer.

To the extent Developer deems further investigation or testing necessary to
ascertain the environmental condition of the Site (the “Investigations™), Developer may, at
Developer’s sole cost and expense, engage an environmental consultant (the “Developer’s
Environmental Consultant”) reasonably acceptable to Agency to make such Investigations as
Developer reasonably deems necessary to ascertain the environmental condition of the Site. Prior to
and as a condition precedent to conducting any such Investigations, Developer shall (a) deposit with
Agency immediately available funds in an amount equal to the deposit required by the owner or
owners of the Site or the court with jurisdiction over the Site to obtain permission to conduct such
Investigations (the “Testing Deposit™); (b) secure any necessary permits from appropriate
governmental agencies, and (c) execute a right of entry agreement to be provided by the Agency. The
Developer shall provide or cause to be provided, within ten (10) days after Developer’s receipt
thereof, copies of all reports, test results, and other information obtained or produced through such
Investigations to Agency.

The Developer shall reasonably approve or disapprove of the environmental
condition of the Site within forty-five (45) days after Agency’s acquisition of the right of entry onto
the Site. The Developer’s approval of the environmental condition of the Site shall be a Developer’s
Condition Precedent to the Closing, as set forth in Section 205 hereof. If the Developer, based upon
the above environmental reports, reasonably disapproves the environmental condition of the Site,
then the Developer may terminate this Agreement by written Notice to the Agency; provided,
however, if the Agency, at its option, agrees to clean up the Site in accordance with the
recommendations of the Developer’s Environmental Reports and/or the Agency’s Environmental
Reports (hereafter collectively, the “Environmental Reports™) and all Governmental Reguirements
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at Agency’s sole cost and expense, such termination shall be ineffective. In such event, the Agency
shall be required to clean up the Site prior to and as a Developer Condition to Closing.

208.3 Clean-Up of Site. If the Agency and Developer, based upon the above
Environmental Reports, reasonably estimate and agree that the cost of clean-up of the Site in
accordance with all Governmental Requirements (the “Clean-Up Cost”), exclusive of the cost to
remove any asbestos from the Site (which cost shall be borne solely by the Agency), is One Hundred
Thousand Dollars ($100,000.00) or less (the “Threshold Amount”), then Agency shall be required
to fund the Clean-Up Cost, not to exceed the Threshold Amount. All costs of such clean-up in
excess of the Threshold Amount shall be paid by the Developer.

If Agency, based upon the above Environmental Reports, reasonably
estimates that the projected Clean-Up Cost of the Site exceeds the Threshold Amount, then Agency
or Developer may terminate this Agreement by Notice to the other; provided, however, that if
Developer or Agency each at its option, agrees in writing to pay the excess of the actually incurred
Clean-Up Cost over the Threshold Amount, such termination shall be ineffective. In such event,
Agency shall be required to fund the portion of the Clean-Up Cost up to the Threshold Amount as a
Developer’s Condition to Closing, and the party so electing to pay the overage shall be required to
fund the portion the Clean-Up Cost which exceeds the Threshold Amount.

If the Agency is required or otherwise elects to fund all or a portion of the
clean-up of the Site, the Agency may elect to perform the clean-up of the Site itself by giving
Developer Notice of such election concurrently with the giving of Notice of its intent to fund allor a
portion of the clean-up. Agency shall, in such event, deliver to Developer within ten (10) days
following such notice, a proposed plan for such clean-up (“Clean-Up Plan™), which Clean-Up Plan
shall be approved by an appropriate public agency asserting jurisdiction over the remedial work to be
performed pursuant to the Clean-Up Plan (the “Clean-Up Work™). The Clean-Up Work shall be
performed in accordance with applicable Governmental Requirements and Environmental Laws,
The Agency shall proceed continuously and diligently with the Clean-Up Work. In the event Agency
has elected to clean up the Site, the Agency’s compliance with the provisions of this Section 208.3,
and the issuance of closure letters without any requirement of further clean-up work by all
governmental agencies which have asserted jurisdiction over the clean-up of the Site, shall each be a
Developer’s Condition Precedent to the Closing.

208.4 Grading of the Site. If, in the course of conducting the Investigations,
Developer determines that the costs of grading and preparing the Site for development, specifically
including but not limited to the costs of importing or exporting of dirt to or from the Site, if required,
will exceed the normal and customary costs thereof, Developer and Agency may agree in writing that
each shall pay for half the costs of such excessive grading expenses as they are incurred by
Developer.

208.5 No Further Warranties As To Site; Release of Agency. Exceptas
otherwise provided herein, and specifically subject to Sections 205.2 (g), 205.2 (j), 205.2 (k), 208.2
and 208.3, the physical condition, possession or title of the Site is and shall be delivered from
Agency to Developer in an “as-is” condition, with no warranty expressed or implied by Agency,
including without limitation, the presence of Hazardous Materials or the condition of the soil, its
geology, the presence of known or unknown seismic faults, or the suitability of the Site for the
development purposes intended hereunder. To the extent authorized by contract or law, the Agency
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shall assign to the Developer all warranties and guaranties with respect to the environmental
condition of the Site, if any, that the Agency has received from prior owners of the Site.

Subject to the Agency's completion of its obligations under Sections 205.2

(g), 205.2 (3), 205.2 (k), 208.2 and 208.3 hereof, Developer hereby waives, releases and discharges
forever the Agency and the City, and their employees, officers, agents and representatives, from all
present and future claims, demands, suits, legal and administrative proceedings and from all liability
for damages, losses, costs, liabilities, fees and expenses, present and future, arising out of or in any
way connected with the condition of the Site, any Hazardous Materials on the Site, or the existence
of Hazardous Materials Contamination due to the generation of Hazardous Materials from the Site,
however they came to be placed there, except that arising out of the negligence or misconduct of the
Agency or its employees, officers, agents or representatives.

The Developer acknowledges that it is aware of and familiar with the
provisions of Section 1542 of the California Civil Code which provides as follows:

“A general release does not extend to claims which the
creditor does not know or suspect to exist in his favor at the time of
executing the release, which if known by him must have materially
affected his settlement with the debtor.” .

As such relates to this Section 208.5, effective as of the Closing, the
Developer waives and relinquishes all rights and benefits which it may have under Section 1542 of
the California Civil Code.

208.6 Developer Precautions After Closing. Upon the Closing, the Developer
covenants and agrees that it shall take all necessary precautions to prevent the release into the
environment of any Hazardous Materials which are located in, on or under the Site. Such
precautions shall include compliance with all Governmental Requirements with respect to Hazardous
Materials. In addition, the Developer shall install and utilize such equipment and implement and
adhere to such procedures as are consistent with commercially reasonable standards as respects the
disclosure, storage, use, removal and disposal of Hazardous Materials.

208.7 Developer Indemnity. Upon the Closing, Developer covenants and agrees to
indemnify, defend and hold Agency harmless from and against any claim, action, suit, proceeding,
loss, cost, damage, liability, deficiency, fine, penalty, punitive damage, or expense (including,
without fimitation, reasonable attorneys’ fees), resulting from, arising out of, or based upon (i) the
presence, release, use, generation, discharge, storage or disposal of any Hazardous Materials on,
under, in or about, or the transportation of any such Hazardous Materials to or from, the Site which
first occurs after the Closing, or (if) the violation, or alleged violation, of any statute, ordinance,
order, rule, regulation, permit, judgment or license relating to the use, generation, release, discharge,
storage, disposal or transportation of Hazardous Materials on, under, in or about, to or from, the Site
which first occurs after the Closing. This indemnity shall include, without limitation, any damage,
liability, fine, penalty, parallel indemnity after closing cost or expense arising from or out of any
claim, action, suit or proceeding for personal injury (including sickness, disease or death), tangible or
intangible property damage, compensation for lost wages, business income, profits or other economic
loss, damage to the natural resource or the environment, nuisance, contamination, leak, spill, release
or other adverse effect on the environment. At the request of the Developer, the Agency shall
cooperate with and assist the Developer in its defense of any such claim, action, suit, proceeding,
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loss, cost, damage, liability, deficiency, fine, penalty, punitive damage, or expense; provided that the
Agency shall not be obligated to incur any expense in connection with such cooperation or
assistance.

300, DEVELOPMENT OF THE SITE
301. Scope of Development.

301.1 Developer’s Obligation to Construct Developer Improvements. The
Developer shall develop or cause the development of the Developer Improvements in accordance
with the Scope of Development, the City Municipal Code, and the plans, drawings and documents
submitted by the Developer and approved by the Agency as set forth herein. At the request of
Developer, the Agency shall enter into three (3) new Disposition and Development Agreements
("DDA™) substantially in the form of this Agreement, one (1) such DDA for each of the Hotels and
one (1) for the Restaurant. The "Developer” under such new DDAs may be affiliates of Developer
under this Agreement, provided such entities are approved in advance and in writing by the Agency
in its sole and absolute discretion. The Developer Improvements shall generally consist of two (2)
Conforming Hotel Facilities with an aggregate of not less than five hundred (500) rooms, along with
landscaping and parking improvements as described in more detail in the Scope of Development.
The Developer Improvements shall also include, if and to the extent a reciprocal easement is
executed providing vehicular and pedestrian access to the commercial property located immediately
to the north of the Site, construction and maintenance of a drive aisle to and from the Site and
additional parking spaces to replace those lost as a result of such access. The Developer
acknowledges that the requirements set forth in the Scope of the Development are material
considerations for the participation by the Agency in this Agreement, and that but for such
requirements, particularly the number of stories of the hotel, the number of rooms, and the securing
of the Approved Products, the level of Agency participation provided for pursuant to this Agreement
would not be warranted and the Agency would not have entered into this Agreement.

301.2 Local Contractors. The Developer shall use reasonable efforts to ensure that
its general contractor uses reasonable efforts to solicit and obtain bids from local businesses by
making available all plans for the Developer Improvements to the Building and Trades Council of
Orange County and all local contractors by submission to the Plan Room and local trade
publications.

302. Design Review.

302.1 Basic Concept Drawings. Within the time set forth in the Schedule of
Performance, the Developer shall submit conceptual drawings for the Developer Improvements,
including materials, color board, elevations of all four sides of the Developer Improvements,
preliminary landscape plans, a traffic and circulation plan as applicable or as may be required, and a
rendered perspective (collectively, the “Basic Concept Drawings™).

302.2 Design Development Drawings. After the Agency’s approval of the Basic
Concept Drawings, and within the time set forth in the Schedule of Performance, the Developer shall
submit to the Agency and the City the following plans and drawings with respect to the Developer
Improvements (the “Design Development Drawings™), which must include, among other
requirements of filing, the following:
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(a) A fully dimensioned Site Plan, which includes a landscape plan, with
hardscape plans, sections and elevations, including lighting, equipment, furnishings and planting
schedules. ‘

(b) Floor plans.

(c) Roof plans.

(d) Elevations and project sections.
(e) Tabulation of areas/uses.

hH Elevations of major public spaces.

(2) Graphics and signage plans, together with schedules and samples or
manufacturer’s literature.

(h} Lighting schedules with samples or manufacturer’s literature for
exterior lighting and lighting on building exteriors. Lighting locations are to be shown on landscape
plans and elevations.

302.3 Construction Drawings and Related Documents. After the Agency’s and
City’s approval of the Design Development Drawings and within the time set forth therefor in the
Schedule of Performance, the Developer shall prepare and submit to the Agency and the City
detailed construction plans with respect to the Developer Improvements, including without limitation
a grading plan, which shall have been prepared by a registered civil engineer (the “Construction
Drawings”).

302.4 Agency Review and Approval. The Agency shall have the right to review
and approve the Basic Concept Drawings in its sole and absolute discretion. The Agency shall have
the right to review any and all aspects of and reasonably approve or disapprove the Design
Development Drawings and the Construction Drawings. The Developer acknowledges and agrees
that the Agency is entitled to approve or disapprove the Basic Concept Drawings and Design
Development Drawings in order to satisfy the Agency’s obligation to promote the sound
development and redevelopment of land within the Project, to promote a high level of design which
will impact the surrounding development, and to provide an environment for the social, economic
and psychological growth and well-being of the citizens of the City and the Project. The Developer
shall not be entitled to any monetary damages or compensation as a result of the Agency’s or the
City’s disapproval or failure to approve or disapprove the Basic Concept Drawings, the Design
Development Drawings, or the Construction Drawings.

302.5 Standards for Disapproval. The Agency shall have the right to disapprove
the Basic Concept Drawings in its sole and absolute discretion. The Agency shall have the right to
disapprove in its reasonable discretion any of the Design Development Drawings if (a) the Design
Development Drawings do not conform to the approved Basic Concept Drawings, or (b) the Design
Development Drawings do not conform to this Agreement, or (c) the Design Development Drawings
are incomplete. The Agency shall have the right to disapprove in its reasonable discretion any of the
Construction Drawings if (a) the Construction Drawings do not conform to the approved Design
Development Drawings, or (b) the Construction Drawings do not conform to the Scope of
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Development or this Agreement, or (c) the Construction Drawings are incomplete. The Agency shall
state in writing the reasons for disapproval within fifteen (15) days of such disapproval as stated
herein. The Developer, upon receipt of a disapproval based upon powers reserved by the Agency
hereunder, shall revise such portions and resubmit to the Agency by the time established therefor in
the Schedule of Performance. The Agency acknowledges and agrees that the various Approved
Product hotel chains have certain mandatory proprietary designs and design criteria which are
required to be incorporated into the construction of their new hotels. Agency shall not unreasonably
disapproved any such required designs and/or design criteria in its review of the Basic Concept
Drawings, Design Development Drawings or Construction Drawings

302.6 Consuitation and Coordination. During the preparation of the Design
Development Drawings, staff of the Agency and the Developer shall hold regular progress meetings
to coordinate the preparation of, submission to, and review of the Design Development Drawings by
the Agency. The staff of the Agency and the Developer shall communicate and consult informally as
frequently as is necessary to ensure that the formal submittal of any documents to the Agency can
receive prompt and thorough consideration. The Agency shall designate an Agency employee to
serve as the project manager who is responsible for the coordination of the Agency’s activities under
this Agreement and for expediting the land use approval and permitting process.

302.7 Revisions. If the Developer desires to propose any exterior revisions to the
Agency-approved Basic Concept Drawings or Design Development Drawings, it shall submit such
proposed changes to the Agency, and shall also proceed in accordance with any and all State and
local laws and regulations regarding such revisions, within the time frame set forth in the Schedule of
Performance. At the sole discretion of the Agency, if any change in the basic uses of the Site is
proposed in the Basic Concept Drawings or Design Development Drawings from the basic uses of
the Site as provided for in this Agreement, then the Agency’s approval of such proposed changes
may be conditioned upon re-negotiation of any or all terms and conditions of this Agreement,
including without limitation, the economic terms of the Agreement. If the Basic Concept Drawings
or Design Development Drawings, as modified by the proposed change, generally and substantially
conform to the requirements of this Section 302 of this Agreement, the Agency Director shall review
the proposed change and notify the Developer in writing within thirty (30) days after submission to
the Agency as to whether the proposed change is approved or disapproved. The Agency’s Director is
authorized to approve changes to the Agency-approved Basic Concept Drawings and Design
Development Drawings provided such changes 1) do not significantly reduce the cost of the
proposed development below the Minimum Required Cost; 2) do not reduce the quality of materials
to be used; 3) do not reduce the number of stories below 6 or number of rooms of the Hotels below
approximately 500 in the aggregate; and 4) do not reduce the imaginative and unique qualities of the
project design. Any and all change orders or revisions required by the City and its inspectors which
are required under the Municipal Code and all other applicable Uniform Codes (e.g. Building,
Plumbing, Fire, Electrical, etc.) and under other applicable laws and regulations shall be included by
the Developer in its Basic Concept Drawings, the Design Development Drawings, or the
Construction Drawings and completed during the construction of the Developer Improvements.

302.8 Defects in Plans. The Agency shall not be responsible either to the
Developer or to third parties in any way for any defects in the Basic Concept Drawings, the Design
Development Drawings, or the Construction Drawings nor for any structural or other defects in any
work done according to the approved Basic Concept Drawings, Design Development Drawings, or
Construction Drawings, nor for any delays reasonably caused by the review and approval processes
established by this Section 302. The Developer shall hold harmless, indemnify and defend the
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Agency, the City and their officers, employees, agents and representatives from an against any
claims, suits for damages to property or injuries to persons arising out of or in any way relating to
defects in the Basic Concept Drawings, the Design Development Drawings, or the Construction
Drawings, including without limitation the violation of any laws, and for defects in any work done
according to the approved Basic Concept Drawings, Design Development Drawings or Construction
Drawings.

302.9 Use of Architecturai Plans. The Agency shall not have the right to use any
Basic Concept Drawings or Design Development Drawings which are submitted to the Agency by
the Developer pursuant to this Section 302, nor shall the Agency confer any rights to use such
architectural plans to any person or entity.

3¢3. Land Use Approvals. Before commencement of construction of the Developer
Improvements or other works of improvement upon the Site, the Developer shall, at its own expense,
pay to the City an amount customarily imposed by City as its development impact fee in connection
with development agreements entered into by City, and shall secure or cause to be secured any and
all land use and other entitlements, permits and approvals which may be required for the Developer
Improvements by the City or any other governmental agency affected by such construction or work.
The Developer shall, without limitation, apply for and secure, and pay all costs, charges and fees
associated therewith, all permits and fees required by the City, County of Orange, and other
governmental agencies with jurisdiction over the Developer Improvements. The Agency shall use
reasonable efforts to assist the Developer in obtaining all such entitlements, permits and approvals;
provided that the Agency shall not incur any expenses or costs in connection therewith. The Agency
shall have no responsibility concerning any conditional use permit(s) in connection with activities or
uses of the Site.

304. Schedule of Performance. The Developer shall submit all Basic Concept Drawings,
Design Development Drawings, and Construction Drawings, and shall commence and use reasonable
efforts and diligence to complete all construction of the Developer Improvements, and satisfy ali
other obligations and conditions of this Agreement, within the times established therefor in the
Schedule of Performance.

305. Cost of Construction. Except to the extent otherwise expressly set forth in this
Agreement, all of the cost of planning, designing, developing and constructing all of the Developer
Improvements, site preparation and grading shall be borne solely by the Developer.

306. Imsurance Requirements. Prior to the Closing, The Developer shall secure from a
good and responsible company or companies doing insurance business in the State of California, pay
for, and maintain in full force and effect for the duration of this Agreement a policy of
comprehensive liability insurance issued by an “A:VI” or better rated insurance carrier as rated by
A.M. Best Company, and on an occurrence basis, in which the Agency, the City and their respective
officers, employees, agents, representatives and attorneys are named as additional insureds with the
Developer and shall furnish an endorsement of liability insurance to the Agency. Notwithstanding
any inconsistent statement in the policy or any subsequent endorsement attached hereto, the
protection offered by the policy shall:

(a) Include an endorsement naming the Agency and the City, their
officers, employees, agents, representatives and attorneys as an additional insured;
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(b) Insure the Agency and its officers, employees, agents, representatives
and attorneys while acting within the scope of their duties under this Agreement against all claims
arising out of, or in connection with this Agreement;

(c) Provide a combined single limit policy for both personal injury and
property damage in the amount of $5,000,000, which will be considered equivalent to the required
minimum limits.

(H Bear an endorsement or shall have attached a rider providing that, in
the event of expiration or proposed cancellation of such policy for any reason whatsoever, the
Agency shall be notified not less than thirty (30) days before such expiration or cancellation is
effective or ten (10) days in the event of nonpayment of premium.

The Developer shali also file with the Agency the following signed certification:

“I am aware of, and will comply with, Section 3700 of the
Labor Code, requiring every employer to be insured against liability
of Workers” Compensation or to undertake self-insurance before
commencing any of the work.

The Developer shall comply with Section 3800 of the Labor Code by securing,
paying for and maintaining in full force and effect for the duration of this Agreement, complete
Workers’ Compensation Insurance, and shall furnish a Certificate of Insurance to the Agency before
the Commencement Date. The Agency, its officers, employees, agents, representatives and attorneys
shall not be responsible for any claims in law or equity occasioned by the failure of Developer to
comply with this section. Every compensation insurance policy shall bear an endorsement or shall
have attached a rider providing that, in the event of expiration or proposed cancellation of such
policy for any reason whatsoever, the Agency shall be notified, giving the Developer a sufficient
time to comply with applicable law, but in no event less than thirty (30) days before expiration or
cancellation is effective or ten (10) days in the event of nonpayment of premium.

307. Developer’s Indemnity. The Developer shall defend, indemnify, assume all
responsibility for, and hold the Agency and the City, and their representatives, volunteers, officers,
employees and agents, harmless from all claims, demands, damages, defense costs or liability for any
damages to property or injuries to persons, including accidental death (including reasonable attorneys
fees and costs), which may be caused by any acts or omissions of the Developer under this
. Agreement and/or the development, ownership and operation of the Site following the Closing,
whether such activities or performance thereof be by the Developer or by anyone directly or
indirectly employed or contracted with by the Developer and whether such damage shall accrue or be
discovered before or after termination of this Agreement. The Developer shall not be liable for
property damage or bodily injury occasioned by the sole negligence of the Agency or the City or any
or their respective agents or employees.

The Developer shall have the obligation to defend any such action; provided, however, that
this obligation to defend shall not be effective if and to the extent that Developer determines in its
reasonable discretion that such action is not meritorious or that the interests of the parties justify a
compromise or a settlement of such action, in which case Developer shall compromise or settle such
action in a way that fully protects Agency and City from any liability or obligation. In this regard,
Developer’s obligation and right to defend shall include the right to hire (subject to written approval
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by the Agency and City) attorneys and experts necessary to defend, the right to process and settle
reasonable claims, the right to enter into reasonable settlement agreements and pay amounts as
required by the terms of such settlement, and the right to pay any judgments assessed against
Developer, Agency, or City. If Developer defends any such action, as set forth above, it shall
indemnify and hold harmless Agency and City and their officers, employees, representatives and
agents from and against any claims, losses, liabilities, or damages assessed or awarded against either
of them by way of judgment, settlement, or stipulation.

308. Rights of Access. Prior to the issuance of a Release of Construction Covenants (as
specified in Section 310 of this Agreement), for purposes of assuring compliance with this
Agreement, representatives of the Agency shall have the right of access to the Site, without charges
or fees, at normal construction hours during the period of construction for the purposes of this
Agreement, including but not limited to, the inspection of the work being performed in constructing
the Developer Improvements so long as Agency representatives comply with all safety rules
established by Developer or its contractor. The Agency (or its representatives) shall, except in
emergency situations, notify the Developer at least forty-eight (48) hours prior to exercising its rights
pursuant to this Section 308.

309. Compliance With Laws. The Developer shall carry out the design, construction and
operation of the Developer Improvements in conformity with all applicable laws, including all
applicable state labor standards, the City zoning and development standards, building, plumbing,
mechanical and electrical codes, and all other provisions of the City Municipal Code, and al}
applicable disabled and handicapped access requirements, including without limitation the
Americans With Disabilities Act, 42 U.S.C. Section 12101, ef seq., Government Code Section 4450,
et seq., Government Code Section 11135, ef seq., and the Unruh Civil Rights Act, Civil Code Section
51, et seq.

The Agency makes no representation or warranty, express or implied, concerning
whether prevailing wage requirements apply to all or any part of the construction of the Developer
Improvements. The Developer shall ascertain and comply with all applicable labor laws in the
construction of the Developer Improvements, including, if applicable, prevailing wage laws. In
addition, Developer shall utilize union labor, including without limitation carpenter’s union labor, for
a minimum of forty percent (40%) of the total costs of subcontractors used in constructing the
Developer Improvements, as evidenced by the Developer’s Construction Contract with its general
contractor. Developer shall provide documentation reasonably acceptable to the Agency to verify
Developer’s compliance with this provision.

309.1 Nondiscrimination in Employment. Developer certifies and agrees that all
persons employed or applying for employment by it, its affiliates, subsidiaries, or holding companies,
and all subcontractors, bidders and vendors, are and will be treated equally by it without regard to, or
because of race, color, religion, ancestry, national origin, sex, age, pregnancy, childbirth or related
medical condition, medical condition (cancer related) or physical or mental disability, and in
compliance with Title VII of the Civil Rights Act of 1964, 42 U.S.C. Section 2000, ef seq., the
Federal Equal Pay Act of 1963, 29 U.S.C. Section 206(d), the Age Discrimination in Employment
Act of 1967, 29 U.S.C. Section 621, ef seq., the Immigration Reform and Control Act of 1986, 8
U.S.C. Section 1324b, et seq., 42 U.S.C. Section 1981, the California Fair Employment and Housing
Act, Cal. Government Code Section 12900, et seq., the California Equal Pay Law, Cal. Labor Code
Section 1197.5, Cal. Government Code Section 11135, the Americans with Disabilities Act, 42
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U.S8.C. Section 12101, et seq., and all other anti-discrimination laws and regulations of the United
States and the State of California as they now exist or may hereafter be amended.

309.2 Taxes and Assessments. Following the Closing, the Developer shall pay
prior to delinquency all ad valorem real estate taxes and assessments levied on the Site. Taxes and
assessments shall be prorated to the Closing Date. The Developer shall remove or have removed any
levy or attachment made on any of the Site or any part thereof, or assure the satisfaction thereof
within a reasonable time. The Developer shall not apply for or receive any exemption from the
payment of property taxes or assessments on any interest in or to the Site or the Developer
Improvements.

309.3 Liens and Stop Notices. The Developer shall not allow to be placed on the
Site or any part thereof any lien or stop notice. If a claim of a lien or stop notice is given or recorded
affecting the Site or the Developer Improvements, the Developer shall within thirty (30) days of such
recording or service or within five (5) days of the Agency’s demand whichever last occurs:

{(a) pay and discharge the same; or

(b) affect the release thereof by recording and delivering to the Agency a
surety bond in sufficient form and amount, or otherwise; or
Y

(c) provide the Agency with other assurance which the Agency deems, in
its sole discretion, to be satisfactory for the payment of such lien or bonded stop notice and for the
full and continuous protection of Agency from the effect of such lien or bonded stop notice.

309.4 Relocation; Obligations. In the event the Agency acquires the Site, the
Agency shall be responsible for complying and/or causing compliance with all applicable federal,
state and local laws and regulations concerning the displacement and/or relocation of, all Eligible
Persons and/or businesses from the Site, if any, including without limitation, compliance with the
California Relocation Assistance Law, California Government Code Section 7260, et seq., all state
and local regulations implementing such laws, and all other applicable federal, state, and local laws
and regulation relating to relocation of Eligible Persons (the “Relocation Laws™). Developer hereby
covenants and agrees that it shall not commence any pre-development, development, or construction
activities on the Site which would result in the displacement of any Eligible Persons and/or
businesses from the Site until any and all Eligible Persons have been relocated in accordance with all
applicable Relocation Laws.

316. Release of Construction Covenants. Promptly after completion of the Developer
Improvements in conformity with this Agreement, the Agency shall furnish the Developer with a
“Release of Construction Covenants,” substantially in the form of Attachment No. 8 hereto which is
incorporated herein by reference. The Agency shall not unreasonably withhold such Release of
Construction Covenants. The Release of Construction Covenants shall be a conclusive determination
of satisfactory completion of the Developer Improvements and the Release of Construction
Covenants shall so state. Any party then owning or thereafter purchasing, leasing or otherwise
acquiring any interest in the Site shall not (because of such ownership, purchase, lease or acquisition)
incur any obligation or liability under this Agreement except for those continuing covenants as
described in Section 405 of this Agreement.
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If the Agency refuses or fails to furnish the Release of Construction Covenants, after
written request from the Developer, the Agency shall, within fifteen (15) days of written request
therefor, provide the Developer with a written statement of the reasons the Agency refused or failed
to furnish the Release of Construction Covenants. The statement shall also contain the Agency’s
opinion of the actions the Developer must take to obtain the Release of Construction Covenants.
Even if the Agency shall have failed to provide such written statement within such fifteen (15) day
period, the Developer shall not be deemed entitled to the Release of Construction Covenants. The
Release of Construction Covenants shall not constitute evidence of compliance with or satisfaction of
any obligation of the Developer to any holder of any mortgage, or any insurer of a mortgage securing
money loaned to finance the Developer Improvements, or any part thereof. The Release of
Construction Covenants is not a notice of completion as referred to in Section 3093 of the California
Civil Code.

311. Financing of the Developer Improvements.

311.1 Approval of Financing. As required herein and as an Agency Condition
Precedent to the Closing, Developer shall submit to Agency evidence that Developer has obtained
sufficient equity capital or has arranged for financing for the construction financing necessary to
undertake the development of the Site and the construction of the Developer Improvements in
accordance with this Agreement.

Evidence that the Developer has obtained financing shall be submitted in two
phases: first, preliminary evidence of financing (“Preliminary Evidence of Financing”), which
need not include evidence of binding commitments, which shall be submitted to the Agency on or
before the Six Month Date; and second, evidence of firm and binding commitments (“Proof of
Financing Commitments”) for the acquisition of the Site and the development of the Developer
Improvements.

The Agency shall reasonably approve or disapprove such evidence of
financing within thirty (30) days of receipt of each of the respective submittals, provided that such
submittal is complete. Approval shall not be unreasonably withheld so long as the terms of the
financing are consistent with this Agreement, including without limitation the provisions of the
Promissory Note and recognition in the loan documents that the financing is subject to the Agency
Repurchase Option, and are otherwise reasonable and customary. If Agency shall disapprove any
such evidence of financing, Agency shall do so by Notice to Developer stating the reasons for such
disapproval and Developer shall promptly obtain and submit to Agency new evidence of financing.
Agency shall approve or disapprove such new evidence of financing in the same manner and within
the same times established in this Section 311.1 for the approval or disapproval of the evidence of
financing as initially submitted to Agency. Developer shall close the approved financing prior to or
concurrently with the Closing. :

The Proof of Financing Commitment shall include the following: (a) a copy
of a legally binding, firm and enforceable loan commitment(s) obtained by Developer from one or
more financial institutions for the mortgage loan or loans for financing to fund the construction,
completion of the Developer Improvements, subject to the specific requirements described above and
otherwise subject to such lenders’ customary and normal conditions and terms, and/or (b) a
certification from the chief financial officer of Developer that Developer has sufficient funds for such
construction, and that such funds have been committed to such construction, and/or other
documentation satisfactory to the Agency as evidence of other sources of capital sufficient to
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demonstrate that Developer has adequate funds to cover the difference between the total cost of the
construction and completion of the Developer Improvements, less financing anthorized by those
loans set forth in subparagraph (a) above but including required debt service payments.

311.2 No Encumbrances Except Mortgages, Deeds of Trust, or Sale and
Lease-Back for Development. Mortgages, deeds of trust and sales and leases-back shall be
permitted before the completion of the Developer Improvements only with the Agency’s prior
written approval, which shall not be unreasonably withheld or delayed as more fully described in
Section 311.1, but only for the purpose of securing loans of funds to be used for financing the
construction of the Developer Improvements (including architecture, engineering, legal, and related
direct costs as well as indirect costs) on or in connection with the Site, permanent financing, and any
other purposes necessary and appropriate in connection with development under this Agreement. In
no event, however, shall the amount or amounts of indebtedness secured by mortgages or deeds of
trust on the Site exceed the projected “Developer’s Cost” of constructing the Developer
Improvements, as evidenced by a pro forma and a construction contract which have been delivered to
the Agency Director prior to the Date of Agreement and which set forth such construction costs,
uniess the written approval of the Agency Director is first obtained. The Developer shall notify the
Agency in advance of any mortgage, deed of trust or sale and lease-back financing, if the Developer
proposes to enter into the same before completion of the construction of the Developer
Improvements. The words “mortgage” and “trust deed” as used hereinafter shall include sale and
lease-back. Equipment leases for trade fixtures for the Hotels are/or the Restaurant are expressly
exempted from the foregoing prohibition.

311.3 Holder Not Obligated to Construct Developer Improvements. The holder
of any mortgage or deed of trust authorized by this Agreement shall not be obligated by the
provisions of this Agreement to construct or complete the Developer Improvements or any portion
thereof, or to guarantee such construction or completion; nor shall any covenant or any other
provision in this Agreement be construed so to obligate such holder. Nothing in this Agreement shall
be deemed to construe, permit or authorize any such holder to devote the Site to any uses or to
construct any improvements thereon, other than those uses or improvements provided for or
authorized by this Agreement.

311.4 Notice of Default to Mortgagee or Deed of Trust Holders; Right to Cure.
With respect to any mortgage or deed of trust granted by Developer as provided herein, whenever the
Agency may deliver any notice or demand to Developer with respect to any breach or default by the
Developer in completion of construction of the Developer Improvements, the Agency shall at the
same time deliver to each holder of record of any mortgage or deed of trust authorized by this
Agreement a copy of such notice or demand. Each such holder shall (insofar as the rights granted by
the Agency are concerned) have the right, at its option, within thirty (30) days after the receipt of the
notice, to cure or remedy or commence to cure or remedy and thereafter to pursue with due diligence
the cure or remedy of any such default and to add the cost thereof to the mortgage debt and the lien
of its mortgage. Nothing contained in this Agreement shall be deemed to permit or authorize such
holder to undertake or continue the construction or completion of the Developer Improvements, or
any portion thereof (beyond the extent necessary to conserve or protect the improvements or
construction already made) without first having expressly assumed the Developer’s obligations to the
Agency by written agreement reasonably satisfactory to the Agency. The holder, in that event, must
agree to complete, in the manner provided in this Agreement, the improvements to which the lien or
title of such holder relates. Any such holder properly completing such improvement shall be entitled,
upon compliance with the requirements of Section 310 of this Agreement, to a Release of
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Construction Covenants. It is understood that a holder shall be deemed to have satisfied the thirty
(30) day time limit set forth above for commencing to cure or remedy a Developer default which
requires title and/or possession of the Site (or portion thereof) if and to the extent any such holder has
within such thirty (30) day period commenced proceedings to obtain title and/or possession and
thereafter the holder diligently pursues such proceedings to completion and cures or remedies the
default.

311.5 Failure of Holder to Complete Developer Improvements. In any case
where, thirty (30) days after the holder of any mortgage or deed of trust creating a lien or
encumbrance upon the Site or any part thereof receives a notice from Agency of a default by the
Developer in completion of construction of any of the Developer Improvements under this
Agreement, and such holder has not exercised the option to construct as set forth in Section 311, or if
it has exercised the option but has defaulted hereunder and failed to timely cure such default, the
Agency may purchase the mortgage or deed of trust by payment to the holder of the amount of the
unpaid mortgage or deed of trust debt, including principal and interest and all other sums secured by
the mortgage or deed of trust. If the ownership of the Site or any part thereof has vested in the
holder, the Agency, if it so desires, shall be entitled to a conveyance from the holder to the Agency
upon payment to the holder of an amount equal to the sum of the following:

(a) The unpaid mortgage or deed of trust debt at the time title became
vested in the holder (less all appropriate credits, including those resulting from collection and
application of rentals and other income received during foreclosure proceedings);

(b) All expenses with respect to foreclosure including reasonable
attorneys’ fees;

(c) The net expense, if any (exclusive of general overhead), incurred by
the holder as a direct result of the subsequent management of the Site or part thereof;

(d) The costs of any improvements made by such holder; and

(e) Any customary prepayment charges imposed by the lender pursuant
to its loan documents and agreed to by the Developer.

311.6 Right of the Agency to Cure Mortgage or Deed of Trust Default. In the
event of a mortgage or deed of trust default or breach by the Developer prior to the completion of the
construction of any of the Developer Improvements or any part thereof, Developer shall immediately
deliver to Agency a copy of any mortgage holder’s notice of default. If the holder of any mortgage
or deed of trust has not exercised its option to construct, the Agency shall have the right but no
obligation to cure the default. In such event, the Agency shall be entitled to reimbursement from the
Developer of all actual, itemized costs and expenses incurred by the Agency in curing such default.
The Agency shall also be entitled to a lien upon the Site to the extent of such costs and
disbursements. Any such lien shall be junior and subordinate to the mortgages or deeds of trust
pursuant to this Section 311.

311.7 Agency Assistance Payments. In consideration for Developer’s
performance of the covenants set forth hereinbelow, and in the event that the Developer has complied
with each of the Secondary Conditions Precedent on a substantially continuous basis during the
preceding Year (as defined in Section 201.3), and the Secondary Conditions Precedent remain
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satisfied, the Agency shall with respect to each of the first seven (7) Years disburse a “Developer
Payment” to the Developer (or such nominee as the Developer shall designate in writing; provided
that not more than one nominee shall be designated as to a given Annual Period), an amount equal to
the lesser of an amount equal to the Generated Revenues for such Annual Period, less any Agency
Note Payments paid during such Annual Period, or the amount set forth below for each of the seven
Years:

Year } $1,100,0060
Year 2 $1,000,000
Year 3 $900,000
Year 4 $900,000
Year5 $900,000
Year 6 $400,000
Year 7 - $300,000

The total of the Developer Payments to be paid to the Developer shall not
exceed Five Million Five Hundred Thousand Dollars ($5,500,000).

The Secondary Conditions Precedent shall be deemed to be satisfied unless:
(i} the Agency has delivered written notice to the Developer that the Developer has not satisfied one
or more of the Secondary Conditions Precedent and the Developer has not completed the cure of
such failure, or (ii) the Developer has materially failed to satisfy one or more of the Secondary
Conditions Precedent and such failure is known to the Developer and has not been disclosed by the
Developer in writing to the Agency. During such time as a cure is being diligently prosecuted to
completion, the Agency shall retain the corresponding amount enamerated below; the corresponding
amount shall be promptly disbursed upon completion of the cure.

Such payments shall be made annually not later than thirty (30) days afier the
end of each Year. The Agency shall have the right of setoff based upon any amounts due and
payable by the Developer to the Agency pursuant to the terms of this Agreement. Developer may
request that the Agency subordinate the foregoing right of setoff as necessary for Developer to secure
financing in accordance with Section 311.1 hereof. Agency shall consider any such request in good
faith and shall not unreasonably withhold its consent thereto. Following the disbursement of the
Developer Payment, if any, for the seventh (7th) Year, no further Developer Payments shall be made.

Developer is of the belief that the Developer Payments constitute
contributions to the capital of the Developer which are not direct payments for any specific,
guantifiable service provided by the Developer to the Agency or the City, and that such payments are
made to induce the Developer to construct the Developer Improvements in the City.

The Developer will use the Developer Payments to pay the operating
expenses of the Conforming Hotel Facilities. No portion of the Developer Payments shall be used to
encourage or discourage union formation activities within the Project or any component thereof.
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312. Secondary Conditions Precedent.

The Agency shall not be obligated to make the initial disbursement of the Developer
Payments or any subsequent disbursement thereof, or to pay the Development Impact Fees set forth
above unless all of the following conditions precedent have been and remain satisfied:

(a) the Developer provides proof reasonably satisfactory to the Agency
that the Developer has satisfied the Agency’s Conditions Precedent (as set forth in Section 205.1);

(b) the Developer provides proof satisfactory to the Agency that all real
property taxes and assessments levied with respect to the Site have been paid, and that no such taxes
or assessments are delinquent, and that the Developer has filed no assessment appeal in respect to the
Site seeking to reduce the assessed value of the Site, as improved, to a value not equal to or greater
than the Minimum Project Value, plus inflationary increases calculated in conformity with Section
110.1(f) of the California Revenue and Taxation Code;

() the Developer has caused to be executed and caused to be recorded
and delivered to the Agency the Maintenance Agreement and the Grant Deed;

(d) the Developer delivers to the Agency Director or his designee a
Developer Certificate;

(e) a Certificate of Completion for all of the Developer Improvements
has been issued pursuant to Section 310 of this Agreement (the “Completion Condition™);

() The two hotels have been operated on the Site substantially
throughout the preceding Year each as a Conforming Hotel Facility;

(2) there exists no Default by Developer, as defined in Section 501 of this
Agreement, or event, omission or failure of condition which would constitute a Default by Developer
after notice or lapse of time, or both;

(h) the Developer has delivered to Agency all documents, instruments,
policies, and forms of evidence or other materials to be provided to Agency and as may be
reasonably requested by Agency under the terms of this Agreement; and

(i) Developer provides Agency within thirty (30) days after end of each
Annual Period substantiation as to satisfaction of all conditions, including a Certificate executed by
the Managing Member of the Developer, and the following proof as to taxes generated: (a) evidence
that all property taxes and assessments on the Site have been paid and are current; (b) sales and use
tax returns for the year; (¢) tenant occupancy tax filings for the year.

The foregoing conditions lettered (a) to (i), inclusive, shall collectively constitute the
“Secondary Conditions Precedent.” '

400. COVENANTS AND RESTRICTIONS

401. Usein Accordance with Redevelopment Plan. The Developer covenants and
agrees for itself, its successors, assigns, and every successor in interest to the Site or any part thereof,
that upon the Closing and during construction, operation, and thereafter, the Developer shall devote
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the Site to the uses specified in the Redevelopment Plan and this Agreement for the periods of time
specified therein. Ail uses conducted on the Site, including, without limitation, all activities
undertaken by the Developer pursuant to this Agreement, shall conform to the Redevelopment Plan

and all applicable provisions of the City Municipal Code. The foregoing covenants shall run with the
land.

402. Use Covenants. For a term (the “Operating Covenant Period”) commencing upon
the Conveyance and ending as of (i) the tenth (10™) anniversary of the opening of the Project
pursuant to this Agreement, or (ii) the satisfaction of the Developer Promissory Note, which ever
occurs first, the Developer hereby covenants and agrees to devote the Site on a continuous basis to
the operation of the Hotels as Conforming Hotel Facilities as the principal activity conducted on the
Site. The foregoing covenants shall run with the land. Except with the prior written consent of the
Agency for each instance, which consent may be granted or withheld in the Agency’s sole reasonable
discretion, the failure of the Developer to operate any Hotel as a Conforming Hotel Facility after the
time established in the Schedule of Performance for the completion of the Developer Improvements
or, if earlier, the actual completion of the Developer Improvements, on the Site for one hundred
eighty (180) or more consecutive days (and without limitation as to the Developer’s obligation to
timely complete the Developer Improvements) shall, at the Agency’s option, constitute a Default
hereunder; provided, however, that the Developer shall for purposes of this Section 402 be deemed to
be operating a Conforming Hotel Facility during any period that the Developer is prevented from
operating such a use due to (i) required or necessary rehabilitation of the Developer Improvements on
the Site (provided that the period during which a Conforming Hotel Facility is not operated as a
result of the rehabilitation shall in no event exceed one year (365) days), or (ii) floods, earthquakes,
fires, or other acts of God which are not in any way due to or contributed to by the acts or omissions
of the Developer.

403. Maintenance Covenants. The Developer shall maintain the Site and all
improvements thereon, including all landscaping, in compliance with the terms of the
Redevelopment Plan and with ali applicable provisions of the City Municipal Code. To ensure
Developer’s continued maintenance of the Developer Improvements, Developer agrees to execute,
acknowledge and record in the official records of Orange County a Maintenance Agreement in the
form attached hereto as Attachment No. 9.

404. Nondiscrimination Covenants. The Developer covenants by and for itself and any
successors in interest that there shall be no discrimination against or segregation of any person or
group of persons on account of race, color, creed, religion, sex, marital status, national origin or
ancestry in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Site, nor
shall the Developer itself or any person claiming under or through it establish or permit any such
practice or practices of discrimination or segregation with reference to the selection, location,
number, use or occupancy of tenants, lessees, subtenants, subleases or vends of the Site. The
foregoing covenants shall run with the land.

The Developer shall refrain from restricting the rental, sale or lease of the Site on the
basis of race, color, religion, sex, marital status, ancestry or national origin of any person. All such
deeds, leases or contracts shall contain or be subject to substantially the following nondiscrimination
or nonsegregation clauses:

(a) In deeds: “The grantee herein covenants by and for himself or herself, his or
her heirs, executors, administrators and assigns, and all persons claiming under or through them, that
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there shall be no discrimination against or segregation of, any person or group of persons on account
of race, color, creed, religion, sex, marital status, national origin or ancestry in the sale, lease,
sublease, transfer, use, occupancy, tenure or enjoyment of the land herein conveyed, nor shall the
grantee or any person claiming under or through him or her, establish or permit any such practice or
practices of discrimination or segregation with reference to the selection, location, number, use or
occupancy of tenants, lessees, subtenants, sublessees or vendees in the land herein conveyed. The
foregoing covenants shall run with the land.”

b) In leases: “The lessee herein covenants by and for himself or herself, his or
her heirs, executors, administrators, and assigns, and all persons claiming under or through him or
her, and this lease is made and accepted upon and subject to the following conditions: “That there
shall be no discrimination against or segregation of any person or group of persons, on account of
race, color, creed, religion, sex, marital status, national origin, or ancestry in the leasing, subleasing,
transferring, use, occupancy, tenure, or enjoyment of the premises herein leased nor shall the lessee
himself or herself, or any person claiming under or through him or her, establish or permit any such
practice or practices of discrimination or segregation with reference to the selection, location,
number, use, or occupancy of tenants, lessees, sublessees, subtenants, or vendees in the premises
herein leased.”

(c) In contracts: “There shall be no discrimination against or segregation of, any
person, or group of persons on account of race, color, creed, religion, sex, marital status, national
origin, or ancestry, in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the
premises, nor shall the transferee himself or herself or any person claiming under or through him or
her, establish or permit any such practice or practices of discrimination or segregation with reference
to the selection, location, number, use or occupancy of tenants, lessees, subtenants, sublessees or
vendees of the premises.”

404.1 Minimum Project Value Covenant. The Developer covenants and agrees
by and for itself, its successors, assigns and every successor in interest to the Site or any part thereof
that commencing upon the earlier to occur of: (1) the completion of the Developer Improvements or
(ii) the time established in the Schedule of Performance for the completion of the Developer
Improvements, the Developer shall not take action to decrease the assessed value (including the value
of the improvements thereon) of the Site for property tax purposes below the Minimum Project
Value. The provisions of this paragraph shall remain in effect until the tenth (10™) anniversary of the
Opening Date, or the satisfaction of the Developer Promissory Note, which ever occurs first.

405. Effect of Violation of the Terms and Provisions of this Agreement After
Completion of Construction. Agency is deemed the beneficiary of the terms and provisions of this
Agreement and of the covenants running with the land, for and in its own right and for the purposes
of protecting the interests of the community and other parties, public or private, in whose favor and
for whose benefit this Agreement and the covenants running with the land have been provided,
without regard to whether the Agency has been, remains or is an owner of any land or interest therein
in the Site or in the Project. The Agency shall have the right, if the Agreement or covenants are
breached, to exercise all rights and remedies, and to maintain any actions or suits at law or in equity
or other proper proceedings to enforce the curing of such breaches and to avail itseif of the rights
granted herein to which it or any other beneficiaries of this Agreement and covenants may be
entitled. The covenants contained in this Agreement shall remain in effect for the periods described
herein, including the following:

37

DOCSOCVI3883 TV I6\22012.0226
Page 57 of 307



{a) The environmental covenants and releases set forth in Sections 208.5,
208.6 and 208.7 shall remain in effect in perpetuity.

(b) The covenants in Section 309 with respect to comphance with laws
shall remain in effect for the term of the Redevelopment Plan.

() The covenants pertaining to use and operation of the Site as
Conforming Hotel Facilities which are set forth in Section 402 shall remain in effect for a term
commencing upon the Conveyance and ending ten (10) years from the date that the Project lawfully
opens for business to the public on the Site, or the date the Developer Promissory Note is satisfied,
which ever occurs first. The use covenants relating to compliance with the Redevelopment Plan and
Municipal Code which are set forth in Section 401 shall remain in effect for the term of the
Redevelopment Plan.

(d) The covenants pertaining to maintenance of the Site and all
improvements thereon, as set forth in Section 403, shall remain in effect for the term of the
Redevelopment Plan.

(e) The covenants against discrimination, as set forth in Section 404,
shall remain in effect in perpetuity.

4 (H The covenant set forth in Section 404.1 regarding the Minimum
Project Value shall remain in effect in accordance with its terms.

The City shall be deemed to be a third party beneficiary of this Agreement. Except
for the City, there shall be no third party beneficiaries of this Agreement.

500. DEFAULTS AND REMEDIES

501. Default Remedies. Subject to the extensions of time set forth in Section 602 of this
Agreement, failure by either party to perform any action or covenant required by this Agreement
within the time periods provided herein following notice and failure to cure as described hereafter,
constitutes a “Default” under this Agreement. A party claiming a Default shall give written notice of
Default to the other party specifying the Default complained of. Except as otherwise expressly
provided in this Agreement, the claimant shall not institute any proceeding against any other party,
and the other party shall not be in Default if such party within thirty (30) days from receipt of such
notice immediately, with due diligence, commences to cure, correct or remedy such failure or delay
and shall complete such cure, correction or remedy with diligence.

502. Institution of Legal Actions. In addition to any other rights or remedies and subject
to the restrictions otherwise set forth in this Agreement, either party may institute an action at law or
equity to seek specific performance of the terms of this Agreement, or to cure, correct or remedy any
Default, to recover damages for any Default, or to obtain any other remedy consistent with the
purpose of this Agreement. Such legal actions must be instituted in the Superior Court of the County
of Orange, State of California, in an appropriate municipal court in that county, or in the District of
the United States District Court in which such county is located. In addition to the legal actions
hereinafter described and without limitation as to such remedies that may be available at law or
equity, upon a Default by the Developer under this Agreement after the Conveyance, the Agency
may exercise those rights defined and described in Section 505.
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503. Termination.

503.1 Termination by Developer Prior to Six Month Date. In the event the
Developer fails to satisfy the Six month requirements prior to the Six Month Date despite its diligent
efforts, the Developer may, at its election but within sixty (60) days after the Six Month Date,
terminate this Agreement. In the event of termination pursuant to this Section 503.1, neither the
Agency nor the Developer shall have any further rights with respect to the Site by virtue of or with
respect to this Agreement provided no such termination shall relieve or release Agency from its
continuing liability for repayment of the Promissory Note.

503.2 Termination by Agency as of the Six Month Date. In the event the
Developer fails to satisfy the Six month requirements prior to the Six Month Date, the Agency may,
at its election, at any time but within sixty (60) days after the Six Month Date (or such greater period
as may be mutually approved by the parties), terminate this Agreement. In the event of termination
pursuant to this Section 503.2, neither the Agency nor the Developer shall have any further rights
with respect to the Site by virtue of or with respect to this Agreement, provided no such termination
shall relieve or release Agency form its continuing lability for repayment of the Promissory Note.

503.3 Termination by Developer Prior to Conveyance Not Based Upon Default
of Agency. In the event that after the Six Month Date, but as of the time established for the
Conveyance in the Schedule of Performance, the Developer is not in Default of this Agreement but
(i) the Agency fails through no default of its own, to timely acquire the Site and convey the Site to
the Developer pursuant to this Agreement by the time established therefor in the Schedule of
Performance, or (ii) this Agreement or any of the actions or determinations required to be taken or
made by either party hereunder which are a prerequisite to development of the Project are
successfully challenged or invalidated by a court of competent jurisdiction, or (i1i) if the Developer
and the Agency have acted as required under this Agreement, including the Developer exercising
reasonable diligence within the times required hereunder to submit applications, plans, drawings and
other related documents necessary to obtain building permits, and the City willfully and arbitrarily
fails or refuses to issue building permits for the Developer Improvements (which failures are
expressly understood not to be defaults of the Agency), then this Agreement may, at the option of the
Developer, be terminated by written notice thereof to the Agency. In the event of such termination
due to the occurrence of one of (i), (ii), or (iii), above, by the respective times established therefore in
the Schedule of Performance (as such times may be extended), neither the Agency nor the Developer
shall have any further rights with respect to the Site by virtue of or with respect to this Agreement,
except as set forth in Section 504 hereof and as set forth in any other provision of this Agreement
which expressly survives the termination of this Agreement, provided no such termination shali
relieve or release Agency from its continuing liability for payment of the Promissory Note.

503.4 Termination by Developer Prior to Conveyance Based Upon Default of
Agency. Inthe event that after the Six Month Date but prior to the Conveyance the Developer elects
to terminate this Agreement based upon the Agency’s Default, then this Agreement may, at the
option of the Developer, be terminated by written notice thereof to the Agency, in which event
neither the Agency nor the Developer shall have any further rights with respect to the Site by virtue
of or pursuant to this Agreement, except as set forth in Section 504 hereof and as set forth in any
provision hereof which expressly survives such termination, provided no such termination shall
relieve or release Agency from its continuing liability for repayment of the Promissory Note.
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503.5 Termination by the Agency Prior to the Conveyance and After the Six
Month Date. In the event that after the Six Month Date, but prior to the Conveyance:

(a) The Developer (or any successor in interest) assigns this Agreement
or any rights thereon or in the Site in violation of this Agreement and such failure or Default is not
cured in accordance with Section 501; or

(b) There is a change in the ownership of the Developer contrary to the
provisions of Section 603.1 hereof and such failure or Default is not cured in accordance with
Section 501; or

(c) The Developer does not submit certificates of insurance, construction
plans, drawings and related documents as required by this Agreement, in the manner and by the dates
respectively provided in this Agreement therefor and such failure or default is not cured in
accordance with Section 501; or

(d) The Developer fails to comply with the Agency’s Conditions
Precedent by the times established therefor in the Schedule of Performance and such failure or
defauit is not cured in accordance with Section 501; or

(e) The Developer is otherwise in Default under this Agreement and such
Default is not cured in accordance with Section 501;

then this Agreement and any rights of the Developer or any assignee or transferee of the Agreement,
shall, at the option of the Agency, be terminated by the Agency by written notice thereof to the
Developer. In the event of termination under this Section 503.5, neither party shall have any rights
against the other under this Agreement except as set forth in Section 504, and any other provision
hereof which expressly survives such termination, provided no such termination shall relieve or
release Agency from its continuing liability for repayment of the Promissory Note.

504. Indemnification Against Precondemnation and Associated Damages. Developer
shall save, protect, pay for, defend, indemnify and hold harmless the Agency, the City, and their
respective officers, employees, representatives, and agents, from and against any and all habilities,
suits, actions, claims, demands, penalties, damages (including without limitation, penalties, fines, and
monetary sanctions), losses, costs or expenses (including, without limitation, consultants’ fees,
investigation and laboratory fees, attorneys’ fees and remedial and response costs) (the foregoing are
hereinafter collectively referred to as “Liabilities™) which may now or in the future be incurred or
suffered by the Agency, the City, or their respective officers, employees, representatives or agents,
by reason of, resulting from, in connection with, or arising in any manner from the rescission,
abandonment or dismissal, or an attempted abandonment, due to any reason other than Agency’s
Default under this Agreement, of any resolution of necessity and/or any action taken in the
prosecution of a case or cases in eminent domain on the Site or any portion thereof pursuant to the
California Eminent Domain Law, which resolution of necessity or eminent domain case was
initiated after the Date of Agreement (an “Abandonment™).

For the purpose of fulfilling the indemnification obligations of Developer set forth in this
Section 504, upon termination until such time as any claims covered by this Section have been finally
and completely adjudicated or settled, and discharged in full, or Agency has otherwise been fully and
finally released from all such Liabilities, and the statute of limitation for claims covered by this
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Section has expired, Agency may retain that portion of funds advanced by the Developer pursuant to
Section 201.1, if any, reasonably estimated by the Agency as necessary to discharge or setoff the
Agency’s costs of discharging potential Liabilities for claims covered under this Section 504 (the
“Retention”). Notwithstanding anything to the contrary contained herein, interest shall continue to
accrue on any amounts retained by Agency in excess of the amount actually expended by Agency to
discharge Liabilities at the rate set forth in the Agency Promissory Note (the “Excess Retention™),
except that, to the extent the Abandonment is the result of a Default by Developer, the interest rate on
such Excess Retention shall be zero. The Agency’s right to the Retention pursuant to this Section,
and to setoff against such Retention, shall not in any way limit Developer’s indemnification
obligations under this Section 504, and Developer shall remain responsible for all Liabilities in
excess of the Retention. To the extent the Retention exceeds the Liabilities incurred by Agency
under this Section 504, such excess portion of the Retention shall, following implementation of this
Section, be paid over to the Developer as soon as is reasonably practicable following the expiration
of the statute of limitations applicable to any claims covered hereby with interest as set forth
hereinabove. This Section 504 shall survive the termination, expiration, or invalidation of this
Agreement or any portion hereof. Under no circumstances shall the provisions of this Section 504
relieve or release Agency from its continuing liability for repayment of the Promissory Note.

505. Reentry and Revesting of Title in the Agency After the Closing and Prior to
Completion of Construction. Agency has the right, at its election, to reenter and take possession of
the Site, with all improvements thereon, and terminate and revest in the Agency the estate conveyed
to the Developer if after the Closing and prior to the issuance of the Release of Construction
Covenants, the Developer (or its successors in interest) shall:

(a) fail to start the construction of the Developer Improvements as
required by this Agreement for a period of thirty (30) days after written notice thereof from the
Agency; or

) abandon or substantially suspend construction of the Developer
Improvements required by this Agreement for a period of thirty (30) days after written notice thereof
from the Agency; or

(c) contrary to the provisions of Section 603 Transfer or suffer any
involuntary Transfer in violation of this Agreement.

Such right to reenter, terminate and revest shall be subject to and be limited by and
shalil not defeat, render invalid or limit:

1. Any mortgage or deed of trust permitted by this Agreement;

2. Any rights or interests provided in this Agreement for the protection of the
holders of such mortgages or deeds of trust; and

3. Repayment to Developer of the Agency Loan pursuant to Section 201.3
hereof and the terms of the Promissory Note.

The Grant Deed shall contain appropriate reference and provision to give effect to the
Agency’s right as set forth in this Section 505, under specified circumstances prior to recordation of
the Release of Construction Covenants, to reenter and take possession of the Site, with all
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improvements thereon, and to terminate and revest in the Agency the estate conveyed to the
Developer, provided no such termination shall relieve or release Agency from its continuing liability
for repayment of the Promissory Note. Upon the revesting in the Agency of title to the Site as
provided in this Section 505, the Agency shall, pursuant to its responsibilities under state Jaw, use its
reasonable efforts to resell the Site as soon and in such manner as the Agency shall find feasible and
consistent with the objectives of such law and of the Redevelopment Plan, as it exists or may be
amended, to a qualified and responsible party or parties (as determined by the Agency) who will
assume the obligation of making or completing the Developer Improvements, or such improvements
in their stead as shall be satisfactory to the Agency and in accordance with the uses specified for such
Site or part thereof in the Redevelopment Plan. The Developer acknowledges that there may be
substantial delays experienced by the Agency if the Agency must remarket the Site for operation of a
Conforming Hotel Facility following the revesting of the Site in the Agency. Upon such resale of the
Site, the net proceeds thereof after repayment of any mortgage or deed of trust encumbering the Site
which is permitted by this Agreement, shall be applied:

() First, to reimburse the Agency, on its own behalf or on behalf
of the City, all costs and expenses incurred by the Agency, excluding City and Agency staff costs,
but specifically, including, but not limited to, any expenditures by the Agency or the City in
connection with the recapture, management and resale of the Site or part thereof (but less any income
derived by the Agency from the Site or part thereof in connection with such management); all taxes,
assessments and water or sewer charges with respect to the Site or part thereof which the Developer
has not paid, any payments made or necessary to be made to discharge any encumbrances or liens
existing on the Site or part thereof at the time or revesting of title thereto in the Agency, or to
discharge or prevent from attaching or being made any subsequent encumbrances or liens due to
obligations, defaults or acts of the Developer, its successors or transferees; any expenditures made or
obligations incurred with respect to the making or completion of the improvements or any part
thereof on the Site, or part thereof; and any amounts otherwise owing the Agency, and in the event
additional proceeds are thereafter available, then

(ii) Second, to reimburse the Developer, its successor or
transferee, up to the amount equal to the costs incurred for the acquisition and development of the
Site and for the improvements existing on the Site at the time of the reentry and possession.

Any balance remaining after such reimbursements shall be retained by the Agency as
its property. The rights established in this Section 505 are not intended to be exclusive of any other
right, power or remedy, but each and every such right, power, and remedy shall be cumulative and
concurrent and shall be in addition to any other right, power and remedy authorized herein or now or
hereafter existing at law or in equity. These rights are to be interpreted in light of the fact that the
Agency will have conveyed the Site to the Developer for redevelopment purposes, particularly for
development and operation of the Project thereon, and not for speculation in undeveloped land.

506. Agency Repurchase Option. The Agency shall, throughout the Operating Covenant
Period, and without limitation as to the effects of Section 505 of this Agreement or other rights and
remedies of the Agency, retain the option (the “Agency Repurchase Option”) to repurchase, upon
the occurrence of the events hereinafter described, from the Developer the Site (including
improvements thereon) for an amount equal to the Repurchase Amount. No interest shall be deemed
to accrue as to the Repurchase Amount. The Agency shall have the right, by giving Notice to the
Developer in accordance with Section 601, to exercise its option to purchase during the Operating
Covenant Period in the event of a Permanent Closure or if, for such period, the Project is not
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operated on the Site in conformity with this Agreement, provided no such purchase shall relieve or
release Agency from its continuing liability for repayment of the Promissory Note. The Agency
Repurchase Option shall run with the land, and shall be referenced in the Agency Deed.

In the event the Agency exercises the Agency Repurchase Option, the Developer
covenants and agrees by and for itself, its successors, assigns and every successor in interest to the
Site or any part thereof, that the Developer and such successors shall, upon receipt of request therefor
by the Agency, execute deeds and such other documents as shall be deemed necessary or convenient
to effectuate the conveyance to the Agency, including without limitation a grant deed. The parties
shall evenly share the escrow charges in the event of such transfer. The condition of title for such
transfer shall be the same as that of the Conveyance; provided that the reacquired portion may be
subject to covenants in favor of the Agency contained in the Grant Deed, the REA, and the
Maintenance Agreement, and any other documents recorded for the Agency’s benefit hereunder. In
the event that it is necessary to clear encumbrances, such as deeds or trusts or mortgages, to cause the
condition of title to confirm to the condition hereinabove described, the Developer consents that all
or any portion of the Repurchase Amount shall, at the option of the Agency, be applied to clear such
encumbrances.

Without limitation as to the availability of other remedies, this Section 506 shall be
enforceable by specific enforcement.

This Section 506 shall remain in effect until the end of the Operating Covenant
Period.

507. Acceptance of Service of Process. In the event that any legal action is commenced
by the Developer against the Agency, service of process on the Agency shall be made by personal
service upon the Director of the Agency or in such other manner as may be provided by law. In the
event that any legal action is commenced by the Agency against the Developer, service of process on
the Developer shall be made by personal service upon the President of the Developer, whether made
within or outside the State of California, or in such other manner as may be provided by law.

508. Rights and Remedies Are Cumulative. Except as otherwise expressly stated in this
Agreement, the rights and remedies of the parties are cumulative, and the exercise by either party of
one or more of such rights or remedies shall not preclude the exercise by it, at the same or different
times, of any other rights or remedies for the same default or any other default by the other party.

509. Inaction Not a Waiver of Defauit. Any failures or delays by either party in
asserting any of its rights and remedies as to any Default shall not operate as a waiver of any Default
or of any such rights or remedies, or deprive either such party of its right to institute and maintain
any actions or proceedings which it may deem necessary to protect, assert or enforce any such rights
or remedies.

510.  Applicable Law. The laws of the State of California shall govern the interpretation
and enforcement of this Agreement.

600. GENERAL PROVISIONS

601. Notices, Demands and Communications Between the Parties. Any approval,
disapproval, demand, document or other notice (“Notice™) which either party may desire to give to
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the other party under this Agreement must be in writing and may be given by any commercially
acceptable means to the party to whom the Notice is directed at the address of the party as set forth
below, or at any other address as that party may later designate by Notice.

To Agency: Garden Grove Agency for Community Development
11222 Acacia Parkway
Garden Grove, California 92842
Attention: Director

with a copy to: Stradling, Yocca, Carison & Rauth
660 Newport Center Drive, Suite 1600
Newport Beach, California 92660
Attention: Thomas P. Clark, Jr.

To Developer: Palm Court Lodging, L1.C
9100 East Panorama Drive, Suite 300
Englewood, Colorado 80112
Attention: Navin Dimond

with a copy to: McWhinney Management Company, LLC
5200 Hahns Peak Drive, Suite 130
Loveland, Colorado 80538
Attention: Chad McWhinney

with a copy to: Buckner, Alani, Khouri, Chavos & Mirkovich
3146 Red Hill Avenue, Suite 200
Costa Mesa, California 92626
Attention: William D. Buckner

Any written notice, demand or communication shall be deemed received immediately
if delivered by hand and shall be deemed received on the third day from the date it is postmarked if
delivered by registered or certified mail.

602. Enforced Delay; Extension of Times of Performance. In addition to specific
provisions of this Agreement, performance by either party hereunder shall not be deemed to be in
Defauit, and all performance and other dates specified in this Agreement shall be extended, where
delays or Defaults are due to: war; insurrection; strikes; lockouts; riots; floods; earthquakes; fires;
casualties; acts of God; acts of the public enemy; epidemics; quarantine restrictions; freight
embargoes; lack of transportation; governmental restrictions or priority; litigation; unusually severe
weather; inability to secure necessary labor, materials or tools; delays of any contractor,
subcontractor or supplier; acts or omissions of the other party; or acts or failures to act of the City or
any other public or governmental agency or entity (other than the acts or failures to act of the Agency
which shall not excuse performance by the Agency). Notwithstanding anything to the contrary in
this Agreement, an extension of time for any such cause shall be for the period of the enforced delay
and shall comm